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Already people are saying it's the 


smartest of the smart cars 


It's hard to remember when a new car has 
caused so much comment. But it's easy to see 
why. Barely five feet high, here's the longest 
lowest, widest, most glamorous De Soto ever 
built. In any one of 55 color combinations it 
has an eye-catching verve and beauty as mod 
ern as tomorrow. All the power you can use 
and every automatic feature you could want 
Powerflite Transmission, Full-Time Power 
Steering, Feather-Touch Power Brakes, Four 
Way-Power Front Seat and Air Conditioning." 

See your De Soto dealer and take a turn at 
the wheel of “the smartest of the smart cars.” 
De Soto Division, Chrysler ¢ orporation 


nal equipment 


TWO MIGHTY V-8’s. The famous Firedome in 
reased to 185 ho. of o new low price. Shown here 
s the fabulous Fireflite, a brand-new 200 hp. series 


the NEW DE SOTO with the Forward Look 


GROUCHO MARK 






































He’s Dialing 
a Distant City 
DIRECT ey, (/ 


One of the many signs of progress in the 
telephone business is the development of 


Direct Distance Dialing. 


Distance dialing by operators has been in- 
creasing for some time. Last year, operators 
dialed more than 50% of all Long Distance 
calls straight through to the distant tele 


phones 


Our objective is to make it possible for 


all telephone users to enjoy even faster out 


of-town service by dialing their own Long 
Distance calls direct. This will not come all 
at once for it requires co-ordination all along 


the line, as well a 


Icw Ope rating and account 


ing equipment 


While Direct Distance Dialing is in the 
planning stage for most places, it is now in 
prac tical op ration in more than twenty towns 
in Massachusetts, Maryland, Virginia, Dis 
trict of Columbia, New Jersey, Pennsylvania, 
Ohio and Michigan 


Many telephone users in these places can 
now dial their own Long Distance calls direct 
to as many as 14 million other telephones in 


16 metropolitan ircas from coast to coast 


So we're on our way to another improve 
ment in telephone service. As Direct Distance 
Dialing becomes available in more and more 
places along with it will come even faster 
service and a greater use of the telephone by 


more and more people 
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DIRECT DISTANCE DIALING is easy and faster. Just by dialing 
three more digits than a local call, many telephone users in certain 
towns can reach as many as 14 million telephones in 16 metropolitan 
areas from coast to coast. 











The most far-sighted sentry in history! 


_ bulging fin that rides the back of the huge 


new Lockheed Super Constellation supplies an 
important missing dimension to U. S. Aw Force 
airborne radar patrols—the ability co spot the altitude 


of enemy planes at a distance of hundreds of miles 


Developed by Philco scientists and electronics 
engineers in close teamwork with the Department 
of Defense, this "piggy-back"’ radar pinpoints the 
position of the intruder and feeds its findings to 


the plane's control center 


There, on a tadarscope developed by Philco, the 
Combat Information Control officer correlates the 
data with other radar reports and relays it to fighter 
planes to guide them directly to their target 


Night or day, rain or shine, winter or summer, the 


process is as swift and exact as pointing a finger. 


The genius of this new Philco airborne radar lies in 
its combination of high power with a sharply defined 
image at the longest range of any radar of this type 
ever developed. And the solution of this problem 
for the Armed Forces is the latest milestone in Philco 


electronic developments for national defense 


It is also another striking example of the unique 
integration of Research with Application that gives 
Philco its 


in sO many industries 


dominant position 
Radio, 
Television, Air Conditioners, 
Refrigeration, Freezers, and 


Electric Ranges 


And the end is not in sight! 


ANOTHER First FROM PII] CO) researc 
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READERS SAY 





Dossier Dope 
To one who, on occasion, has been both 
a successful and unsuccessful job appli- 
cant, Malcolm Forbes’ column “How Not 
to Land a Job” proved most interesting. 
Taking the other side, prospective em- 
ployers seldom identify themselves or 
acknowledge unsuccessful applications, 
yet they demand all sorts of information. 
One must bare his soul without ever 
learning to whom he has confided, I 
would think an applicant who does this 
tabs himself as hard up for employment. 
—Watter P. Woon, 
Pittsburgh, Pa. 

Safety Savor 
I was interested in your editorial “Au- 
tomobiles and Death” and your mention 
of safety features. This should be well 
received by the auto industry and proper 
steps taken. Several weeks ago | learned 
that a safety belt is now on the market, 
but the new car ads that I have seen do 
not mention it. Perhaps your article will 
stimulate interest for other life-saving 

features that should be put Yo use. 

—Mnus. Joun O'DONNELL, 
Oil City, Pa. 


The urge to offer you my congratula- 
tions is overpowering. The editorial is 
excellent and timely. May we have 
more like it? Ivan GETTUM, 

Richland, Mich 


I enjoyed reading your editorial very 
much. It would be a wonderful thing if 
these accidents could be prevented be- 
cause of the deaths, hospitalization and 
property destruction involved. 

Georce Zicos, 
Mt. Vernon, Ill 
Ticker Taped 

In your October 15 issue Heinz Biel 
that “any similarity between to- 
day’s market and 1929 is just preposter- 
ous.” This market may not look like 
1929, but it is a dead ringer for 1927 

Frank J. Casey, 
Denver, Colo 


said 


Terra Incognita 

Before the shades of Thomas Jeffer- 
son rise up in wrath, please be advised 
that the Albemarle County referred to 


is in Virginia, not in North Carolina! 
This survey was made in close coopera- 
tion with the Charlottesville-Albemarie 
County Chamber of Commerce and the 
county officials. We hope the Cavaliers 
don’t ride too roughshod over you! 
Water I. Do.peare, 
Vice-President, Area Development, 
Virginia Electric and Power Co., 
Richmond, Va 


Albemarle County and Charlottesville, 
the native heath of Thomas Jefferson, are 
in Virginia, not North Carolina as noted 
in your December 15 editorial. 

Ruta Burrincton, 
Charlottesville, Va. 


Our proofreaders are damnyankees,— 


Ep 


Chuckle 

Rarely does one find in a _ business 
magazine such a truly humorous article 
as that by your Mr. Stessin, on Christ- 
mas parties in your December 1 issue. 
To an old New Yorker exiled by age to 
this drab New England town, it brought 
back many memories of the old days 
and my friends and I wish to congratu- 


late Mr. Stessin and Forses for so excel- 
lent an article. It was just “chock full 
of wit.” Henry A, TREDWweELL, 


Cambridge, Mass 


Express Opinions 

As a minor employee, I am not in a 
position to pick up the gauntlet in de- 
fense of American Express. But I must 
take exception with your report concern- 


ing the volume of kickbacks received 
from stores, etc., by employees of the 
company. In most European countries, 


the kickback has become an integral part 
of the people's $70-a-month lives. The 
truly remarkable fact about American 
Express offices in Europe is how little 
of that and promptly it is 
stamped out in spots where the practice 
otherwise flourishes on every hand : 
Pau. B. Panis, 

Kansas City, Mo. 


exists how 


I have personally had considerable 
contact with American Express offices in 
(CONTINUED ON PAGE 129) 
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“worth more dead than alive.” 
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Loaded Laggards. Why do stocks of some hundred-odd 
persistently sell near or below liquidation values 
Forses’ editors list them and analyze the reasons why these companies are 


Forses, 80 Fifth Avenue, New York 11, N. Y 
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even in a great Bull Market? 
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THE ECONOMY 





Wuen 800,000 free-spending Christ- 
mas shoppers jammed into Chicago's 
Loop on the day after Thanksgiving, 
they snarled traffic hopelessly, and 
had the district's doubled police de- 
tachment bellowing for reinforce- 
ments. Far more significant, however, 
was the fact that they also gave elated 
merchants their first definite sign of 
what the pundits had already been 
calling an upswing in the economy. 
Nor was the shopping mania local- 
ized in the Loop. Boston, Dallas, Los 
Angeles, Seattle, Atlanta and other 
cities across the land all reported that 
their retailers’ cash registers were 
ringing up sales at an unusually high 
rate. This happy portent of good 
things to come led shopkeepers the 
country over to predict that their pre- 
Christmas sales would zoom 5% to 
10% higher than in 1953. In New 
York, moreover, a few extremely con- 
fident merchants went so far as to 
predict a 20% rise in their volume. 
During November, reported the 
Commerce Department last month, 
the nation’s shopkeepers sold $14.5 
billion worth of merchandise, com- 
pared with the $13.9 billion sold 
in November, 1953. Sales of clothing 
climbed from $866 million to $911 mil- 


lion, appliance sales rose from $813 
million to $842 million. Food stores, 
pharmacies and restaurants also re- 
ported their volume to be consider- 
ably higher than a year ago. In that 
same month the Federal Reserve 
Board's index of department store 
sales climbed to 114, one point above 
the reading in November of the pre- 
vious year. Dollar sales, moreover, 
soared from $962 million to well over 
$1 billion. Despite the fact that eleven 
months’ volume still lagged about 1% 
behind 1953, merchants were unequiv- 
ocally delighted; the Christmas-sea- 
son shoppers, who in 1953 clutched 
their dollars tightly at the prospect of 
a recession, were now spending far 
more freely 

Debts and Dilemmas. Why this sud- 
den rise in spending? Some econo- 
mists explain it this way: 

e During the 1952-1953, 


boom of 


they say, the public loaded itself 
heavily with an unusually high pro- 
portion of fixed obligations. Install- 


ment debt zoomed. During late 1953 
and early 1954, however, pretax in- 
comes fell off slightly, causing un- 
easiness everywhere, but especially 
among those who had saddled them- 
selves with heavy debts. As 1954 drew 





xand with us. 
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Our Service Doesn't Stop! 


Actually, it only begins when we buy or sell securities for you. 

Of course, on a sale all we can do is execute your order as 
fast and efficiently as possible...cither send you a check for 
the proceeds or credit them to your account. 

When you buy, though, we can be more helpful 

If you want the stock certificates themselves, we'll be glad 
to give them to you—have them registered in your name first. 

But, we're just as willing to take care of them for you... 
to send itemized statements each month showing just what 
ont y bought, just what you spent, just what you have on 


We'll collect your dividends, too, and the interest due on 
bonds...mail you a check or credit your account 


We'll keep you advised of rights, conversions, tenders... 
explain just what's involved...do all we can to help you man- 
age your securities to best advantage. 

There's no charge for these services, either. If they seem 
useful to you, why not try them...some time soon? 

You can call, come in, or simply write— 


Waren A. Scnowt, Department SD-I1 


MERRILL LYNCH, PIERCE, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 





as you 





on to its close, it became evident that 
net incomes for the year would not 
follow the downward path but, on the 
contrary, would actually rise $3.6 bil- 
lion higher than a year ago. This fact, 
in itself, caused little joy. At the 
same time, sadly enough, the people 
were shelling out $80.8 billion to meet 
their debt obligations—a whopping $5 
billion more than in 1953. As a result, 
they had $1.4 billion less to spend. 

* To overcome a stiff reluctance on 
the part of prospective customers to 
assume new debts, businessmen spent 
an anxious 1954 engaged in the at- 
tempt to pry loose more customer dol- 
lars by lowering the down payments 
on their merchandise and by extend- 
ing repayments over a longer period 
of time. Economists, while not negat- 
ing the effect of this lure, agree gen- 
erally that the overall rise in business 
activity during the latter half of 1954 
and the cheerful anticipation of an 
even greater rise in 1955 have been 
far more responsible for the sharp 
upswing in spending. Next year, the 
experts predict, the public income will 
be $8.5 billion higher than in 1954. 
On the other hand, fixed costs, mort- 
gage payments, rents, insurance pre- 
miums, ete, are expected to remain 
somewhat stationary at around $2.3 
billion, leaving the public with an es- 
timated $6.2 billion to stash away in 
bank accounts or to spend on other 
things. 

e Currently rising payrolls, econo- 
mists point out, have also contributed 
greatly to the purchasing power of the 
wage earner. The average weekly 
payroll check in manufacturing, for 
instance, jumped to a new high of 
$72.98 in November, 76c higher than 
in October and 62c above the previous 
record set in December 1953. At the 
same time factory employment, which 
generally dips moderately between 
October and November, increased by 
25,000 to 16.1 million—the highest lev- 
el since March. 

¢ Unemployment, too, began to drop 
off sharply. Although Labor Secre- 
tary Mitchell reported that 1.3 million 
jobless workers had exhausted their 
unemployment insurance during the 
first nine months—twice as many as 
in 1953—the actual number of per- 
sons receiving compensation remained 
unchanged during November, despite 
the fact that unemployment normally 
rises about 10% during that month. 
In the week ending November 27, 
moreover, initial claims for compen- 
sation were 14% fewer than in a sim- 
ilar week in 1953. 

Money Manipulations. Whether or 
not the American public will now 
rush headlong into debt is a question 
which economists seriously ponder. 
So does the Federal Reserve Board, 
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which takes much of the credit for 
smothering the false boom that existed 
through 1952 and into 1953, and for 
controlling, to some extent, the depth 
of the recession that bottomed out in 
mid-1954. During the boom period, 
described by the Federal Reserve as 
a time of “overbuying, overborrowing | 
and overpricing,” the FRB sold $800 
million in Government securities, thus 
cut down the supply of money and re- 
duced their member banks’ capacities 
to meet the extremely heavy demands 
for credit. To further discourage 
banks from large-scale borrowing to 
meet loan requests, the FRB made 
money more expensive by raising the 
discount rate from 1%4% to 2%. 

As a result, after mid-1953, loan 
money was hard to come by. Also, the 
economy tumbled from its giddy peak. 
When the threat of deeper recession 
became real, however, the FRB quick- | 
ly took positive steps to cushion the | 
slide, bought back $900 million in se- | 
curities. Later the board reduced re- 
serve requirements for banks in order 
to ease up on the money available for | 
loans. To make even greater sums 
available, moreover, the Board bought | 
an additional $1.7 billion in Govern- 
ment securities. Early last year, in an 
effort to further encourage banks to 
borrow from the Federal Reserve, the 
Board cut its discount rate twice—first 
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to 1%%, then to 1%%. 

The recession was neither long nor, 
as most economists agree, drastic. By 
year-end the gross national product 
(the value of all goods and services) 
had declined only 242% from the 1953 
level. The total volume of goods 
turned out by mines and factories de- 
creased by about 7%, hardly an 
alarming proportion. 

It is also noteworthy that during 
the period when the Board was re- 
stricting loans the price of Government 
bonds tumbled 7%. Corporate bonds 


fell 6%, municipal bonds 12%, while | 


preferred and common stocks dipped 
9% and 3% respectively. Since the 
Board adopted its “expansive” policy 
in June 1953, however, Government 
bonds have climbed 9%, corporate and 
municipal bonds 8% and 10%, jre- 
spectively, preferred stocks 14% &nd 
common stocks a thumping 33%. 
Watchful Waiting. In a sense, how- 
ever, the resultant rise in market 
prices has had one far less welcome 
effect. Enthused over the current up- 
ward sweep of the market averages, 
people are borrowing more money to 
purchase equities. Borrowings by 
brokers’ customers amounted to $2.1 
billion on November 1, and have since 
risen still higher. The percentage bor- 
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Alloy Metal Wire is one of the ten divisions of 
H. K. Porter Company, Inc. It is a leading 
manufacturer of Wire, Rod and Strip, in stain- 
less steels, nickel alloys, resistance alloys, and 
specially-formed wire shapes 

As in all divisions of H. K, Porter Company, 
Inc., the key word at Alloy Metal Wire is 
Service. Development engineers will assist in 
drawing specifications to meet conditions of 
fabrication and use thus assuring the prop- 
erties required for better end products. 

Alloy Metal Wire, Rod, and Strip are bought 
with confidence by American industry. This is 
true of all products of the Porter Divisions. 

me 

The Porter group of manufacturing units: 

ALLOY METAL WIRE, PROSPECT PARK, PA. 
CONNORS STEEL, BIRMINGHAM, ALA. 
DELTA-STAR ELECTRIC, CHICAGO, i. 

LACLEDE-CHRISTY COMPANY, ST. LOUIS, MO. 
LESCHEN WIRE ROPE, ST, LOUIS, MO. 
McLAIM FIRE BRICK, PITTSBURGH, PA. 

QUAKER PIONEER RUBBER MILLS, PITTSBURG, CAL. 
QUAKER RUBBER CORPORATION, PHILADELPHIA, PA. 
RIVERSIDE METAL CO., RIVERSIDE, NW. J, 

THE WATSON-STILLMAN COMPANY, ROSELLE, M. 4. 
WATSON-STILLMAN FITTINGS, ROSELLE, MW. J. 


pared wo the market value of ai Me K. PORTER COMPANY, INC. 


stocks. Even so, economists caution Executive Offices: Alcoa Building, Pittsburgh 19, Ps 
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that borrowers could be hurt if a 
market setback should suddenly oc- 
cur. For example: a customer with a 
debit balance of 50% of the market 
value could suffer a 20% drop in his 
equity with only a 10% decline in the 
value of his stock. 

The current stock-buying boom 
which has chased the Dow-Jones In- 
dustrials up into the 390 bracket, has 
also pared the yield on industrial 
blue-chip equities to 4.28%. But, as 
Wall Streeters quickly counter, the 
yield is still considerably higher than 
the rate of return on high-grade cor- 
porate bonds. 

At the present time the Federal Re- 


Power for Progress 
since 1945— 


serve uses the term “cushioning” to 
describe its current policy of watch- 
ful waiting. There are indications, 
however, that the Board is tightening 
its purse-strings slightly. The inter- 
est rate on 90-day Treasury bills 
(short-term money) has edged up- 
ward a bit since June, thereby mak- 
ing money more expensive. The 
Board, of course, can make other ad- 
justments, too, as the situation war- 
rants. Most wusinessmen, however, 
anticipating a record or near-record 
year in 1955, are hopeful that the FRB 
will not step in prematurely to choke 
off what promises to be a normal, 
healthy rise in the economy. 


388 new industries 


70,033 more jobs in the 
/-state area served by AGE 


’ 
Contributing to this dramatic nine-year industrial 
growth has been the combined efforts of the com- 


panies of the American Gas and Electric System 
and 2,301 communities it serves—in Michigan, 


Indiana, Ohio, Kentucky, West Virginia, Virginia 


and Tennessee. 


AGE’s role in this growth has been to keep well 


ahead of the area’s ever-increasing demand for low- 


cost electric power and to assist new industries in the 
selection of plant locations suitable to their needs. 
In the last 2 years over a million kilowatts of new 
capacity have been added—an expansion unequaled 
by any other private power system in the country. 


This 7-state area offers tremendous possibilities for 
companies of the utmost variety and of all sizes. For 
information on plant sites and a map showing power 
lines and natural resources, write in confidence to 


L. L. Davis, Area Development Manager, 
American Gas and Electric Service Corporation, 
30 Church Street, New York 8, New York, 
Telephone COrtlandt 7-5920 


American Gas and Electric Company 


Operating Affiliates 


APPALACHIAN ELECTRIC POWER COMPANY 
INDIANA & MICHIGAN ELPCTRIC COMPANY 
KENTUCKY POWER COMPANY 
KINGSPORT UTILITIES, ING, 


OHIO POWER COMPANY 


WHEELING ELECTRIC COMPANY 














The Blush of Prosperity. The signs of 
returning health were already wide- 
spread in the economy last month. 
One positive indication that the down- 
trend in production that began in the 
summer of 1953 had come to an end 
was the long-awaited rise in factory 
backlogs. The $48.2 billion backlog at 
the end of October was not only $200 
million higher than in September, but 
also marked the second successive 
month that factories received more 
orders than they had filled. 

During October, the Commerce 
Department reported, manufacturers’ 
inventories also showed a slight in- 
crease from $43.7 billion to $43.8 bil- 
lion—the first such rise in a year. 
This, according to the experts, meant 
that business firms had stopped liv- 
ing off their fat and that they would 
now step up production if for no 
other reason than to meet current cus- 
tomer demand. 

The nation’s utilities set a new rec- 
ord in electrical power production— 
9.6 billion kilowatt hours for the week - 
ending December 4, a hefty 12% rise 
over a similar week a year earlier. In 
1953 the utilities could not boast of a 
single week in which electrical output 
rose as high as 9 billion kilowatt 
hours, a mark which has been ex- 
ceeded this year in every single week 
but one since mid-July. 

There were many other signs, too 
that the economy was grinding inex- 
orably upward: 

® Steel mills, which fell to 60% of 
capacity during the summer, bounced 
back to 81.5% in the week ending De- 
cember 11. Pressed by heavy demands 
from automakers, appliance manufac- 
turers and the construction industry 
steelmakers fattened their backlogs, 
extended the time between order and 


| delivery. 


® Carloadings on the nation’s rail- 
roads, swollen by heavy shipments of 
coal, grain, livestock and forest prod- 
ucts totaled 661,797 tons in the week 
ending December 4, 13.4% higher than 
the week before. Even more signifi- 
cant was the fact that the tonnage 
hauled was a mere .03% below the 
level of a corresponding week in 1953. 
Never before had 1954 railroad car- 
loadings been so close to their 1953 
levels. 

® Lumber production in the week 
ending December 4 jumped 8.7% 
above a corresponding 1953 week. At 
the same time the National Lumber 
Manufacturers Association reported 
that lumber shipments were up 12.3%, 
new orders a rosy 13.5%. 

¢ The construction industry ham- 
mered out another record in Novem- 
ber. Expenditures climbed to a level 
8% higher than a year earlier, most 
of the rise coming on the strength of 
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Don’t be a target for WINTER AILMENTS! 


The raw and chilly months of winter used to be dreaded 
because of the serious health threats that came with them. 
Pneumonia, for instance, was especially feared 

Just a few years ago, this disease claimed one out of 
every three of its victims. Now, fortunately, the threat of 
pneumonia is much less serious because the sulfa drugs 
and antibiotics are so effective in most cases. 


Pneumonia is still dangerous when treatment is delayed. 
This was shown in a recent study of 15,000 cases. The case- 
fatality rate was twice as high for patients treated after the 
fourth day of illness as for those treated earlier. This is 
why you should call the doctor immediately when you 
suspect pneumonia, When treated promptly, pneumonia 
can usually be cured in a surprisingly shor: time. 

What can you do to escape becoming a target for pneu- 
monia? One of the wisest things is to take proper care of 
yourself when you have a cold. In nine out of ten cases of 
pneumonia, colds occur before pneumonia develops. 

Should you “come down” with a cold, stay at home and 
rest in bed, eat lightly and drink plenty of liquids. Ifa cold 
persists... and especially if you develop a slight fever... 
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get in touch with your doctor promptly. 


High fever makes the difference between a “slight cold” 
and a “serious cold,” because it usually means that com- 
plications have developed. If, in addition to fever, you 
also have chills, painful coughing or difficult breathing, re- 
port these symptoms to your doctor at once, for they 
almost invariably indicate pneumonia 


While winter is upon us, it is important to protect your 
generai health. You may do this if you get all the sleep 
you need, eat a balanced diet and avoid exposure to severe 
weather unless properly dressed. In addition, keep away 
from anyone already suffering from a respiratory ailment. 


By guarding your health, your resistance to colds, virus 
infections and pneumonia may be increased. In the event 
you develop one of these ailments, your ability to fight 
the infection and recover quickly will be greater. 


If you would like more information on how to help 
avoid becoming a target for winter ailments, Metropolitan 
will gladly send you a free copy of its booklet, Respiratory 
Diseases. Just fill in the coupon below and one will be 
mailed to you. 





Metropolitan Life insurance Co. 
1 Madison Ave., New York 10, N.Y. 


Please mail me a copy of your 
booklet, 155-F 


Name a 
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increased outlays for residential con- 
struction. 

© Television set makers turned out 
a record 243,700 sets in one week in 
mid-November. Furniture makers’ 
orders in October ran 6% ahead of a 
year ago and promised to rise still 
higher in the following months as the 
fantastic boom in home construction 
continued unabated. 

© Textile firms were reporting heavy 
demands for printed fabrics, while 
shoe manufacturers were preparing 


their stocks for a record sales year. 

© In Utah, Kennecott’s Copper divi- 
sion went on a 7-day work week. Re- 
public Steel recalled 700 workers at 
its alloy mills in Ohio, and Interna- 
tional Harvester doubled its work 
force engaged in the production of 
light trucks 

The Upward Sweep. Economists are 
generally agreed that the economy of 
the nation will inevitably continue to 
rise in the years to come. Relatively 
minor fluctuations, such as the 1953- 








will find in this book: 


2,756 Approved ways to reduce 
your taxes . . . 563 Legitimate deduc- 
tions which can be made by salaried 
—— 452 Items which you can 
exclude from your gross income . . . 
131 Specific deductions based on 
your household expenses . . . 461 Job- 
and-Profession Check Lists, mclud- 
ing all possible approved deductions 
; 48 State-by-State Check Lists, 
with all deductible local taxes... 
127 Medical and Dental expenses 
that can be deducted ., . 42 Ways to 
increase your exemptions .. . 46 Tax 
savings for Home Owners (The new 
law has changes of enormous impor- 
tance to you.) 


The new tax law offers you the 
biggest opportunities for saving since 
before the war. But you must know 
how to take legal advantage of these 
savings. That's why it is vital for 

ou to have the help offered by 

4 K. Lasser's Your Income Tax — 
new 1955 edition. Mail coupon today. 
Under this unusual guarantee, you 
must save at least $100, or you can 
return the book for refund anytime 
up to April 15, 1955. 


ent from those 





A guaranteed way of saving 
at least $100 on your Income Tax 
without risking a penny: 


- with the new J. K. LASSER book 
YOUR INCOME TAX-1955 edition 


We urge you not to even think of figuring your 1954 Income Tax 
without having, at your side, a copy of the latest edition of J. K. Lasser’s 
Your Income Tax. The book costs $1.95, It may save you up to $2,000. 
It must save you $100 or you get your money back. Here's what you 


Because even the tax forms you will fill out next April will be differ- 
iously used, you will receive FREE a special 16-page 
booklet of individual tax returns completely filled in, including the 
new way to figure your annuity tax. 


Y 







NOTE TO PEOPLE 
WHO USE TAX EXPERTS 
TO PREPARE THEIR RETURNS: 


Don’t make the mistake of 
assuming that your account- 
ant will catch every last 
deduction you are entitled to. 
Surveys show that millions of 
taxpayers overlook tax savings 
by not telling the tax expert 
all he needs to know to find 
their lowest tax. You alone 
can spot all the deductible 
expenditures that will cut 
your tax. A quick glance down 
the checklists in this book is 
likely to bring to mind a dozen 
items you hadn't thought of 
before. You risk nothing. You 
may save a sizable sum 


54 recession, 


briefly 


can slow it down but 
In a single decade, they point 
out, the American standard of living 
(as measured in real income) has in- 
creased 25%. While the U.S. popula- 
tion has jumped 17.3% since 1944, total 
yearly spending (adjusted to offset the 
effect of price increases) has zoomed 
46.6%. In 1955, most experts estimate, 
the population will rise by about 1.7%. 
Personal income after taxes, however, 
is likely to rise by twice as much. 
Fairly typical of the flurry of pre- 
dictions that economists generated by 
the hundreds at year end was the en- 
thusiastic estimates made by United 
Business Service President Paul T. 
Babson. “In general,” said Babson, 
“we are heading into an up year, in- 
stead of a moderately down one, as 
was the situation last December.” 
The total volume of business in 
1955, he predicted, would rise 4% -5% 
higher than in 1954, although still 
slightly under the 1953 level. Other 
facets of the economy, he claimed, 
would reflect the following trends: 


¢ Total industrial production will 
increase by 4°%%-5°. Durable goods 
will be up 6%-8%, non-durables 


about 3% -4% 

® The Federal Reserve Board pro- 
duction index, currently at 129, “prob- 
ably” will reach a high of 135 and 
average out at 130 for the year. This 
compares with averages of 125 in 1954 
and 134 in 1953. 

¢ Steel ingot production will climb 
to around 100 million tons (some 
economists think the tonnage could 
go as high as 105), compared with 
1954’s total output of 88 million tons 
Throughout 1955 the steel mills’ oper- 
ations will average out at about 80°% 
of capacity in contrast with 72% in 
1954 

e Construction “will be a continu- 
ing business support of major propor- 
tions.” New construction will hit a 
record of $39.5 billion—a 6% gain over 
1954's record total of $37 billion. Resi- 
dential outlays will climb 10%, non- 
resideritial expenditures 5%, utilities 
2% and public works by at least 6%. 
Building costs will be slightly higher, 
materials will be plentiful, and ample 
mortgage money will be available at 
low interest rates. 

® Automobile production will total 
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Mail this guarantee coupon today. 


Simeon and Schuster, Publishers, Tax Dept. | -6% 
650 Fifth Avenue, New York 20, N. Y. 


about 6.6 million cars and trucks com- 

pared with some 6.3 million in 1954. 
© Retail sales will rise to $175-176 

billion, a 3% increase over 1954's to- 








Rush me copies of }. K. Lasser’s Your Income Tax — 1955 Edition. tat. Sales of durable goede will rise 
—"* 1 enclose $1.95 per copy. If this book does not save me at least $100, I may 5%, non-durables about 2%. 
return it for refund anytime up to April 15, 1955. ¢ Farmers’ cash incomes will total 
seem | $30 billion, or about 1% less than 
Scceieettadiapstentiateseaaiaiainliealatatinaion 506. Whest and cotton production 
Apengss | will be smaller, but most other crops 
Crry Zone STATE 


N.Y.C. residents please add 3%, sales tax. 
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will expand. Farm prices may aver- 
age %% less than in 1954, but lower 
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It seems especially fitting that the two most notable power projects of our times should 
have been undertaken in 1954 — the year of Light’s Diamond Jubilee, celebrating the 75th 
anniversary of Edison's invention of the incandescent lamp. These projects are 


World's highest pressure, highest temperature power station. To be built by Philadelphia 
Electric Company, this new station will have the largest single-shaft turbine-generator 
ever ordered — 275,000 kilowatts. Steam will be supplied to this turbine by a Combustion 
Engineering boiler — a C-E Sulzer Monotube Steam Generator — designed for a steam 
pressure of 6000 Ibs. per sq. in. (well up in the “supercritical” range) and a steam tem 
perature of 1200° F. These record-high steam conditions will enable the new Phila- 
delphia Electric station to generate power more efficiently than any existing or presently 
projected steam-electric power plant in the world. 


America’s first nuclear power station. To be built and operated by the Duquesne Light 
Company, this will be the first U. S. commercial-size nuclear power station. The heart of 
this plant — the giant pressure vessel that will house the reactor — will be manufactured 
by Combustion Engineering for the Westinghouse Electric Corporation, which has the 
A.E.C. contract to build the reactor. This vessel, one of the heaviest-walled vessels ever 
made, will contain an atomic core of more than 10 tons of enriched uranium. While 
substantial effects of nuclear power on our economy may not be felt for the next decade 
or two, Combustion through its Nuclear Power Division, is carrying on extensive develop- 
ment in this field, looking toward the day when power from the atom will be common- 
place rather than revolutionary. 


The facilities that enable Combustion to play such an important part in these two most 
notable power projects of the new power era are available to build better boilers for your 
steam needs — power, process or heating — large or small. 


COMBUSTION ENGINEERING 


Combustion Engineering Building « 200 Madison Avenue, New York 16, N. Y. 


8.7868 
BOILERS, FUEL BURNING & RELATED EQUIPMENT; PULVERIZERS, AIR SEPARATORS & FLASH DRYING SYSTEMS, PRESSURE VESSELS; AUTOMATIC WATER WEATERS, SO1L PIPE 
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at 14,000 operations a second with giant 
IBM Electronic Data Processing Machines 
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. Giant IBM Data Processing Machines are getting 
things done fast in the aircraft industry. They’re doing 
all kinds of work from production planning and job 


sequencing operations to helping engineers design IB M 
—— planes and analyze flight test data. _ 


Getting facts fast is important in every business field. 
That’s why the same IBM techniques that speed work World's Leading Producer of 
in the aircraft industry are being applied to business 
accounting by leading companies across the country. 
Whether you operate a small business or a large one, international Business Machines 
there’s an IBM Electronic Data Processing Machine SOO Madison Avenue, New York 22, N.Y. 
designed to help you get things done. 


Electronic Accounting Machines 
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Proud of your 
trademark? 








everywhere 





A lot of hard work—a lot of future 
hopes —are wrapped up in your firm's 
trademark. It's the face your busi- 
ness shows the world. Why not have 
it still more widely known—in full, 
rich color on the gleaming surface of 
a Zippo? 

Give Zippos as a business gift and 
you may be sure that your customers 
will use them, 20... 40... 60 times 
a day, your message will flash before 











them, just as surely as the Zippo 
flashes into flame. 


There's something about the ease 
of use and utter reliability of Zippo 
that makes it part of a smoker's per- 
sonality. It’s carried everywhere— 
and your message with it. It’s actu- 
ally guaranteed to work anywhere, 
even in wind or rain, That means ut- 
most mileage for your message, at 
modest investment. Just mail coupon. 


PPO. 


LIGHTS EASILY ... ANYWHERE... ALWAYS 


ZIPPO MANUFACTURING COMPANY, BRADFORD, PA 
tin Coneds: Lippe Menuterturing Co Canada Lid Niagara faite, Ont 


Zippo Manufacturing Co. 
Dept. *O.2 Bredford, Pa. 


| production costs and expenses will 


cushion the slight decline in the farm- 
ers’ purchasing power. 

® Bank loans to business will in- 
crease and consumer indebtedness 
will climb to an all-time high of $30 
billion. 

®¢ Unemployment (currently about 
2.7 million) will average around 2.5 
million in 1955. 

¢ Exports will rise $1 billion to $15 
billion. Imports will total $11 billion 
compared with $10.3 billion in 1954. 

¢ Both earnings and dividends will 
“continue to be the bright spots in the 
overall financial picture.” Total corpo- 
rate earnings after taxes will increase 
6% -8% to a total of some $19.6 billion. 


| Utility earnings will peg along with 


an increase of 8% while the railroads 
are expected to pocket a thumping 
20% -25% more than in 1954. The to- 
tal dividend payout will climb about 
10% higher. 

@ The stock market trend in 1955 
will be upward. Dow-Jones Indus- 
trials will range from a low of 350 to 
a high of 425. Rails (currently 131) 
will dip as low as 120, rise as high as 
150. Utilities (now 62) will move in 
the narrower 58-68 range. 

Warning Signs. “My only fear,” said 
Babson, “is that this combination of 
favorable factors may lead to a boom 
psychology in late 1955 or 1956 which 
could get out of hand.” Another noted 
economist, however, was far less cer- 
tain last month that a business up- 
swing in 1955 is inevitable. Harry H. 
Heimann, executive vice-president of 
the National Association of Credit 
Men cautioned businessmen to watch 
the following factors “if we are to get 
the proper direction of the business 
trend” and “if we are not to be caught 
off guard”: 

® Watch carefully to see how the 
tremendous auto production of the 
next six to nine weeks will have been 
absorbed. “Will the production,” Hei- 
mann asks, “in the next 60 days cause 
a temporary setback or hesitancy due 
to over-extended dealers’ inventor- 
ies?” 

¢ Note the volume of retail buying 
during the first few months after the 
Christmas season. Any pronounced 
slow-up of the consumer's generous 
buying habits could “very adversely 
affect the business of the next year.” 

@ Note the trend of stock prices. 
“Nothing so dampens business en- 
thusiasms as a sharp market reac- 


Please give me full information about business gift 
—_— Lippos— prices in large or small quantities, time of tion 
delivery, opportunity to use color, and the help your 
dengn department will give us in making a beautiful 


” 


e Commodity prices, which have 


been 


a and distinctive gift reasonably stable, should be 

a closely watched. “Should the price 

—_ structure register a marked decline,” 
me Heimann warns, “a possible reaction 
Address 


could be rather severe.” 
(CONTINUED ON PAGE 128) 
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“Il know that’s what he said 


=I've got it right here in a telegram" 


WwW" you want to avoid misunderstanding, say it they wire. The same built-in advantages of every 


in a telegram. telegram are yours to use—any time, for any purpose. 


People can see what you mean when you wire. Your 
message carries both the impact of speed and the per- 
manence of the written word. That’s why active execu- 
tives on top of the business world rely on Western 
Union. They know they'll get better results faster when 


WESTERN UNION 


a] 
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Now, You Get More in Telegrams 
You get 15 words instead of 10 
to start with in fast wires... 
extra words cost only pennies. 
More words in night letters, too. 





THE GREATEST CAR 
EVER BUILT T0 

SELL IN THE 
LOWEST-PRICE FIELD: 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM 8S. FORBES 





WHAT LIES AHEAD 


.. «In the Coming Decade 


This is the time of year when all and sundry look into 
their crystal balls and predict the future, a season when 
sound men sometimes sound silly, and silly men merely 
sound off. This year the “numbers game” 
truly astronomical proportions. 


has reached 

President Eisenhower made this prediction two months 
ago: “Drawing on the richly varied abilities of our entire 
citizenry, we can foresee that in less than a decade the 
national output will increase from today’s $356,000,000,- 
000 to $500,000,000,000. This would equal an average in- 
crease of more than $3,000 for every American family of 
And these can be real dollars 
buying power, not simply more dollars of cheapened 
value. 


today dollars of stable 


Two weeks ago William S. Paley, chairman of Columbia 
Broadcasting, predicted “a whopping 700 billion dollars of 
annual production by 1975,” and Fair Dealing economist 
Leon Keyserling foresees a gross national production ap- 
proaching 600 billion dollars within the next six years 
almost double the present total! True, Keyserling’s pro- 
jection requires some professional “managing” that would 
make New Deal economic policies look like mere child's 
play 

The sense-making prediction of the President offers a 
reliable guide for business men planning ahead for their 
own rate of expansion, growth. There is an ample flow of 
savings into investment channels and the net working 
canital of corporate business stands at a record high of $95 
billion, money available to help finance needed expansion. 
Additionally, there is a government in Washington that 
understands the workings of a free enterprise system, a 
government not filled with theorists dedicated to socialism. 

But in marching toward this rosy future from the bright 
present only the foolish will assume that their own busi- 
ness, their own industry, will automatically share in the 
general prosperity. Our economy will keep going forward 
so long as keen competition continues to provide the spark 

bettering old products and creating new ones. The auto- 
mobile industry provided a classic example in the year 
just past of what could happen to companies who, because 
they had previously sold all they could make, presumed 
they would continue to do so without improvement or all- 
out sales efforts. During the years ahead there will cer- 
tainly be many temporary dislocations within industries. 
The “automatic factory” will create certain unemploy- 
ment in a particular line, but myriads of new jobs will 
open up in the plants making such machinery, and nu- 
merous additional jobs for the servicing and maintenance 
of it. 
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The economic prospects for the next ten years are in- 
deed promising, a sort of “horizons unlimited” outlook but 
to share in it will take on the part of management a full 
quota of brains, hard work and corporate agility 


ind This Year 


1955 will be a good year, probably a little ahead of 1954. 
The automobile industry, great and basic barometer, is 
off to a flying start; car loadings and stee! output are up, 
electric power output is at a high level, while bank de- 
posits are setting new highs. Contrary to predictions, re- 
tail sales are ending the year well above 1953's records. 
And herein lies the key 1955. The 


more money to spend on things he wants, what the econo- 


for individual has 


mist calls “disposable consumer personal income.” He 
has it to spend if he wants to and he matches the desires 
which can be stimulated by aggressive merchandising with 
If the individual is dubious 


about the outlook he is more likely to “salt it away”; if 


his own feelings of confidence 


he is confident, he will go ahead and buy more of the 
things he'd like to have 
flects individual confidence and individual spending ca- 


The increase in retail sales re- 


pacity. 

There does not appear to be any good reason why this 
confidence will be shaken in the immediate future. The 
prospect of war has diminished. There is every indication 
that the government, despite an administration of one 
party and a Congress controlled by the other, will not up- 
set the applecart either by a heavily unbalanced inflation- 
ary budget or a hard money policy that might produce de- 
flation. 

During the uncertainties of 1954, business inve atories 
were largely liquidated. The pipelines are not clogged. 
Housing starts continue at a rapid pace and there seems 
to be ample financing for those who want new homes, 
automobiles, or other “heavy goods.” 

The clouds? Farm income will be no higher, perhaps 
slightly lower. Present surveys show that corporations in- 
tend to spend less for new plants and equipment. In gen- 
eral, federal payrolls will continue to diminish. Competi- 
tion for foreign markets will grow keener, some Ameri- 
can companies will earn less abroad 

But the negatives are far outweighed, and at the year’s 
end most companies, most people, should be able to strike 
a balance which shows up even better than that of 1954. 


. «+ In Wall Street 


When the market pushed past previous 1929 records 
many were frightened, remembering well what happened 








25 years ago. The unique 40-point rise within six weeks 
after the election scared many more. The speculator, the 
short-term trader, might well spend sleepless nights. It is 
a cinch that there is no such thing as an uninterrupted 
stock market rise. It is equally certain that some stocks 
are now overpriced by most normal standards used in 
determining “real” value. But the investor can look for- 
ward with solid confidence to market performance during 
the coming year. The general market rise has been long, 
long past due. In relation to yields and price earnings 
ratios stocks, by and large, are reasonably priced. The 
amazing thing is how long it has taken the stock market 
to catch up with our economic growth in the past twenty 
years 

Dividend payments in 1954 have been, percentagewise 
higher than ever and in the current year there is no rea- 
son to think they will be lessened. Those industries which 
had the most difficult time—textiles, steel, railroads—will 
probably do better in 1955, and in almost every instance 
those which did very well in 1954 will probably do bette: 
this year. 

The economists in Forbes Investors Advisory Institute 
make this break-down for the near-term market pros- 
pects by industries: 





MOST FAVORABLE 


Airlines Natural Gas Paper 

Cement Office Equipment Rails 

Electric Utilities Oil Stee! 

Electronics Paint Supermarkets 
AVERAGE 


Fire & Casualty Ins 
Food Products 


Agricultural Implements 
Air Conditioning 


Aircraft House Furnishings 
Autos, Trucks & Access. Indus. & Specialty Mach. 
Banks Investment Trusts 


Beverages & Confectionery 
Bituminous Coal 
Building Materials 


Metals (Nonferrous) 
Metal Fabricating 
Motion Pictures 


Chemicals Radio & Tv 
Communications Retailing 
Containers Shoes 

Drugs Textiles 
Electrical Equipment Tire & Rubber 
Fertilizers Tobacco 


Finance & Small Loan 


RELATIVELY POOR 


Machine Tools 
Rail Equipment 
Sugar 


Anthracite Coal 
Leather 


Shipping 
Shipbuilding 





& 
“PENNY STOCK” RACKET 


With the tremendous increase of public interest in the 
stock market, “penny stock” promoters are having a hey- 
day. Probably 90 per cent of their wares prove worthless 
The current vogue is for uranium stocks, in which as 
many as 7,000,000 shares in one day have been traded 
(Forses, September 1), Canadian 


“oils,” electronics, 


aed 


mn ” 
atomic power, 


and assorted other magical sounding 
issues which have been passed into the eager hands of 
the gullible. 

New York State Attorney General Gcldstein has esti- 
mated that since 1942 American “investors” have lost 
three and one-half billion dollars in fake stock promo- 
tions! 

Recently Merrill Lynch, Pierce, Fenner and Beane pre- 
pared a sample listing of low-priced stocks issued in the 
last twenty-four months. This firm, largest investment 
banking house in the country, has done more to educate 
the public toward sound investments, has done more to 
promulgate the good health of the American free enter- 
prise system than any single organization in American 
history 

M.L.P.F.&B.’s sample list: (a blank in the column 
headed “recent price” indicates either that there is no 
more bid in major markets, or that the issue is “still in 
syndicate”). 





Off ering Keecent Offering Recent 


Stock Price Price | Stock Price Price 
A & B Commercia | House of Better Vision 1.00 
Finwhing $100 Inland Uranium 02 
Aurcasters 1.00 International Indus. & 
Allegheny Nat. Gas & Develops 138 
Or Johnson industries 100 
American Development 150 Justheim Petroleum ©.) b$.08 
—— ~ Diamond ass KLB Oil 250 
Pe mmm ae , K-)-T Oi 1.00 b.60 
~ au - wes a Kern Front Oil & Gas 1.00 
=e q Kendon Electronics ¥.) 
Apex Urenium sd $06 King Copper Mining i) bo 
Athabasca Uranium 
Mines 1.25 Kirk ranum 6 
Atotme Uranium 1.2 be Magina King Manga 
Automatic El Windows \ 00 nese Mining sod b.O1 
Basin Oil rt b.40 Meteor Air Transport 150 
Bergen Daily Bulletin 1 | Miam: Window 2.00 
Blackwater Ol & Gas 1.00 fe Hato 4 
Blue Crown Petroleum 9 b.23 burn Mining 1.25 
Blue Ridge Nat'l. Gas | Minerals Procesmng 40 b.55 
4 Oil s b.10 Miracle Hinge 1.10 
Budget Funding pd 200 Monitor Mines 2 
Burton Pieture Prods 100 Morgan Gas & (i| 06 bO2hg 
Butler Engineering 1.00 Mount Peale Uranium 06 b.04 
Cable Lank "A 300 Mutual Investors 1.00 
Carver Oil & Gas 13 N.M Sen Juan Gas 40 
Chute Canyon Uranium 10 Nevada Tungst 9% bOI 
Colorado Mining 100 b.124% Newton Phoenix On! 30 bi 
Comanche Uranium 04 bai | No. Amer. Peat Moss 1.00 b.14 
Commercial Uranium | No. Pacifie Exploration. 1.08 
Mines 03 | Northland Oils Ltd 71% 
Commodity Holding 3.00 | Nuclear Research 15 1.08 
Computer Manufac 100 b.6244 Otis Oil & Gas 20 b.10 
Comstock Uranium & a Paleo Oil and Gas 1.00 
On A b. | Paley Mig 3.00 
Consumer Credit 1.00 b.70 | Paragon Optical 1.00 b.20 
Continental Divide Perfeet-Lane Mfg 150 
Uranium * b.124 | Permachem 1.00 b.56 
Corpus Christi Refining by -4 b1.00 Providence Park & 
Crown Cinema 4 | ine.“ 3.00 
_— Montana Oi! - Prudential Finance 2.00 
suse holds 1 Radar-Electromes 06 b.01 
Donaho Refining 2.00 | Ramie Corp 1.00 b 63 
i 17 - | Radium Ha!) Uranium a) 
tathond Bros , Roekbrll Production 
Discount Corp.of Amer. 1.40 | Recky Meo Ol) tae 
pemee Heese , 3.00 b1.63 | Santa Fe Western 
am Kaplor Lu : 
Eastern Tractor Mig ped Badger t Goilliése 4 pg 
Electrigias Corp 1.00 Shield Chemical 1.50 
bamapare Gapleration Lad 100 | Silver States Oil & Gas 100 
Empire On 0 Soil-Tone Corp ; 100 
Empire Petroleum 1.26 b.86 | « > 
Kasex Universal 60 weg spam by 4 93 
Family Digest ‘A 100 Sulphur Exploration bJ 
Famous Foods of Amer 100 | Tayloreraft Ine 1.78 
Fiber Glass Plastics 1 90 | Zeane Adams Oil = we 
f ove , Texas Anadarko Oil 1.00 b.02 
Fleteher Smith mtudios 1.00 boo | 
Texas So. Oil & Gas 1.60 
Flock Gas & Os 2.00 b.75 1 a O04 G rr 
Giflen Industries 400 —— a . _ 
Global Oil & Drilling 1.00 zones stare Se 1 
Grand Mesa Uranium w..) i owe he ca 
Great International | Titan Manganese Mang 
Developnent 100 | Trad Televimon 3 b.07 
Gt. Western Oil & Gas 40 bo | tg ap.. = 
Git. Western Uranium 1.00 b.28 yte-Products a 
Home Improvement U. 8, Airlines 0 b.03 
Financing “A $1.0 Video Ine. pf 2.00 
bad West'n. Emp. Petrol'm 06 bO2\,4 
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Above, you see the Thunderbird. Its long, low lines have caused a sensation 
on the highway is has no car styling before it. And it was these lines that 
ispired the styling of the 1955 Ford. The '55 Ford, as shown below, features 


ek silhouette the " bee itul design, front and rear 


You can see Thunderbird styling...now try Trigger-Torque power 





rhe Ford Fairlane Club Sedan, one of 17 Ford body styles for 1955. 


...and thrill to the split-second response of FORD for'55! 





This exciting "55 Ford ober your You ll go f 


we ome Speed-Trigger 
commands in an instant. You can drive Fordomatic Drive with its fully auto PLUS ALL THESE “WORTH MORE” FEATURES 
in traffic with assurance pass on matic low gear for qui ker take-off New Luxury Lounge interiors are the most comfort 
the highway with a feeling of confi It's available in all Ford models . . pore ful ¢ rat are fresh and new 
dence and safety. You'll enjoy these with any Ford engine peg 2 me ag ged re te corn i 
idvantages when nu «Test Drive ; - ry aan 008 saveer Graben me sae - right-line 
Ford's Trigger Torque: pert ! Te , . es Jen rds new Angle tops and up t ger brake g life 
Poise Ball-Joint Su pension make New Tubeless Tires offe: eter, easier riding 
Three new mighty engines even smooth roads seem smoother reat ‘ woul protect 
And Power A By ble he ’ tan <t 
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This is called a rack. It is fastened to electric light 
poles to hold wires from pole to pole, and from pole 
to house, Perhaps you may have noticed racks on 
poles, but unless your electric company has recently 
replaced them on the lines in your vicinity you have 
not seen anything quite like this. It is made of alumi- 
num, instead of galvanized steel, and is assembled 
almost entirely of extruded shapes. 

Naturally you will think that aluminum was chosen 
in order to save weight, and as a 
matter of fact, lightness plus 
strength is a factor. The alumi- 
num rack is five to six pounds 
lighter, and that is appreciated 
by the linemen who have to put 
the rack on the pole after they 
have climbed it. However, light- 
ness is not the main considera- 
tion. Long life is the big advan- 
tage. Modern methods of treat- 
ing poles with preservatives 
make it reasonable to assume that a pole will last 
for 50 to 60 years. Now for the first time there is a 
rack or bracket, as it is sometimes called, that should 
outlast the pole. As soon as aluminum is exposed to 
the air, a thin film of oxide forms, and this is a pro 
tection against further action by air and rain. As for 
price, the aluminum rack costs a little more, but this 
is compensated, many times over, by the increased 
years of service. 


There are some interesting features of design that 


are worth noting. The exttuded shape that forms the 





base of the rack is adequately ribbed for strength, 
and in addition, provides a channel into which the 
arms are slid after having been notched and bent at 
right angles. The channel and the arms together take 
the pull of the wires; the rivets are used just for posi- 
tioning. Incidentally, the rack has to withstand a 
total pull of 6,000 pounds. The arms are formed with 
a slight longitudinal camber or bow and have rounded 
edges, because linemen pull the wires across them, 
and the camber and edges pro- 
tect the insulation from dam- 
age. The rod on which the insu- 
lators are threaded is extruded 
aluminum. One final detail, 
which is not easy to see in the 
drawing: the bottoms of the 
base are toothed, to hold to the 
pole better. 

Revere takes especial satis- 
faction in this new and superior 
rack, because the Technical Ad- 
visory Service, the Mill, and the customer worked 


Vey - 4 
4 3 


so closely together. There was a joint attack on 
the problem of developing a product that would 
not only be better, but could be assembled simply 
and economically. Suppliers to industry are not only 
well informed regarding their materials, but glad to 
cooperate with customers and prospects on matters 
concerning specification and fabrication. Revere sug- 
gests that you call upon your suppliers not oaly to 
fill orders, but to place their skill and knowledge at 


the disposal of your designers and production people. 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N. Y. 


























' SEVENTH ANNUAL 
REPORT ON AMERICAN INDUSTRY 





In this annual Forses again “rates” 142 of America’s major corporations 
To give a specific score to the somewhat intangible qualities of management 
and its policies is an immense and responsible task. 

We feel the job is a vital one, for in the long run the survival and growth 
of our free enterprise system will depend on how well management handles 
its relations with the public—labor, community, stockholder, others 

Over a year of intense, concentrated research, including hundreds of in- 
terviews, surveys and studies, have gone into the task of arriving at the 
marks given. Forses editors and reporters have interviewed residents in 
communities where these companies operate, local newspaper publishers, 
workers, public relations experts, union leaders, foremen, executives, stock- 
holders, etc. 

These ratings have sometimes been criticized as being “nothing but 
opinion.” Of course, it is opinion. Newspapers can stick to day-to-day 
facts, without comment. Periodicals, like Forses, carry the function one 
step further—to facts and comment. And this interpretive function always 
involves opinion 

Some of it is Forses’ own, and rightly so. Many of our editors have ana- 
lyzed and reported on specific industries over several years, have talked to 
blue-chip presidents, have seen their plants and watched their policies 
change. Their ratings are distilled from long and intimate acquaintance 
from their year-round preoccupation with the many approaches to evaluat- 
ing top corporate leadership. 

Likewise with public, community and stockholder relations. But even 
here, we have made a sincere and painstaking attempt to organize the very 
process of forming opinions. Annual reports, for instance, loom large in 
fixing ratings for stockholder relations. And the reports of all corporations 
are evaluated on the basis of a standard checklist, published in our issue of 
August 15, 1952. 

The editors of Forses are aware that their annual task is a responsible 
and important one. To say that the managerial talent of billion-dollar cor- 
poration A is weaker than that of corporation B puts us right out on a limb 
‘ . But in order to present a bird's-eye view of American industry 

climb out on a limb. 


we have to 


The reader will notice that some classifications are left blank for certain 
companies. Where Forses editors felt their facts were not firm enough to 
justify a rating, they made none. 

In every case, they were motivated hy a single aim: to give our 250,000 
readers a fair and detached evaluation of the corporations in which they in- 
vest. And by this process, they are confident they also render an indis- 


pensable service to industry itself. MALcoLm Forses 
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TEEL 


Ohio, where 
and butter, every 
tremor in the industry tends to sound 
like an earthquake. So, when Youngs- 
town Sheet & Tube’s President, James 
Mauthe, hastily emplaned for 
New York, one sultry day last August, 
an anxious telegraph editor on The 
Youngstown Vindicator prodded Man- 
hattan news services to find out what 
the steel executive was doing 

Thus did The Vindicator stumble on 
one of the year's top business scoops 
veteran steelman Mauthe was, 
on his way to talk merger 
Gifford Grace, 


In Youngstown, steel is 


virtually bread 


Lester 


in fact, 
with Eu- 
courtly 78-year- 
Bethlehem Steel 
proposed $2.3 billion 
deal 


ceeded to make front pages across the 


gene 
old chairman of 
Reports of the 
Youngstown-Bethlehem pro- 
nation, but it came a cropper” at the 
Attorney Herbert 
Brownell’s trust-busting lawyers. But 
before it stalled, the proposed merget 
had 


hands of General 


all but obscured some steel events 


ol even greater importance to in- 
vestors 

In the meantime, the much trum- 
peted “recession” had actually come 


big steel com- 
fat 


leaving the 
shaken 
But 
economy 
than 
production some 24° in 
first Profits 
far from vanishing at the first sign of 
trouble 


even in 


and gone 
from 
brief 
did hit the 
most 


panies slightly but 
hurt 


downturn in the 


seriously last year's 


industry harder reducing 


the 
however, 


year's 
nine months 
remained 
the third 


firm 
the 


surprisingly 
quarter when 
* Although balked, the 
is not completely dead. Both Grace and 
Mauthe will fight the Brownell edict, 
claim that the merger would actually in 
crease competition, inhibit it 


deal apparently 


instead of 


industry 


operated at only 
capacity 
costs were 


ruthlessly cut 


men had rolled up their sleeves 


MANAGEMENT 


Earcy last yea 


64% 


Prices had remained steady, 





of 


and sales- 


seeing a buyers’ mar- 
ket ahead in steel, one of the better- 
known business magazines climbed 
out on a limb and squinted anxiously 


into the future. “The break-even point 
for the steel industry,” it proclaimed, 
“is now estimated at 80°% of capacity.’ 

As it turned out, this estimate was 
way off base. Take, for example, US 
Steel, whose far-flung mills were 
pouring out ingots at a bare 66% of 
capacity in the third quarter. Actually 


Big Steel managed to turn in a solid 


$1.44 per 
This Was 


had rt 


more 
1936, when it 
operating at roughly the same 


ade in all of 


considerable degree, 


happy situation owes to the 
of Big Steel's Chairman Ben 
who, since the war, has poured 


billion 


share profit for the quarte: 
profit than U.S. Steel 


was 


rate 


this 


foresight 
Fair less 


$2.2 


into new plants and into mod- 


used up US. Steel’s liquid assets even 
faster, however, than its record post- 
war earnings could replenish them. 
Thus, early this year, Fairless found 
himself with a working capital position 
of only $343 million, a rather slender 
frame for carrying upwards of $3 bil- 
lion in sales 


Before replenishing these resources, 


Fairless thriftily waited until Big 
Steel's resistance to recession condi- 
tions was proved by events. Then, 


when its credit was solidly established 
by its healthy profit position, at mid- 
year, Big Steel sold $300 million worth 
of ten-year debentures. In the proc- 
ess, Fairless not only strengthened his 
working capital position, but also 
raised Wall Street’s hopes that divi- 
dends for the full year would exceed 
the 50% of profits paid out in the first 
three quarters of the year 


The fact of course, that 
US. Steel's net profits were still down 
some 20% below 1953's. Was this, then, 
merely a moral victory for “The Cor- 
poration”? Wall Street apparently did 
not think so. With an eye to Big 
Steel's unexpectedly good showing, it 
had bid up U'S. Steel's stock some 30 
points higher than a year ago. Actu- 
ally, it had gradually dawned on the 
Canyon that U.S. Steel’s cash inflow 
was, in fact, down hardly at all from 
1953, although extra-fast write-offs of 
new facilities had cut deeply into re- 
ported earnings. But the 
piling up all the same 

This prosperity, despite re- 
duced operations, was even more evi- 
dent in the case of Bethlehem Steel, 
the industry's number two producer 
Last year, Bethlehem actually took in 
more cash during the steel slump than 
it did in 1953 when it was operating 
much nearer full capacity 
was reaping the 


remained, 


cash was 


basic 


Bessie, too, 
fruits of a vast but 
cautious expansion program, 
able 

Unlike US 


launched 
Eugene 
Bethlehem 


Chairman 
Steel, 


postwar by 
Grace 








ernization of old ones, a staggering concentrates most of its force in six 
sum actually exceeding Big Steel’s huge Eastern plants, supplemented by 
total assets at war's end. This bold small West Coast outposts 
preparation for the competitive 1950s When the postwar expansion era 
Public & 
Laber Community Stockholder 
Management Relations Relations Relations 
United States Steel (83,255.5 95 90 95 90 
Bethichem Steel (1,783.0) 95 90 90 85 
Republic Steel (741.4) 90 85 85 90 
Jones & Laughlin (579.5) 80 85 85 85 
National Steel (527.8) 90 80 85 80 
Youngstown Sheet & Tube (514.0) 80 85 75 80 
Armeo (464.7) 95 95 95 90 
Inland Steel (432.9) 90 90 90 85 
Wheeling Steel (234.2) 85 8&5 80 80 
Colorado Fuel & Iron (215.4 85 85 90 85 
Kaiser (266.5) 90 80 90 85 
* In parenthes« Assets (in millions) as of December 31, 1953 
»9 Forbes 




















HIDDEN CASH 


While steel companies reported 
earnings were down substantially in 
1954's first nine months, the actual 
cash flow (net profits plus tax-free 
depreciation reserves on new plant) 
into corporate coffers declined hard- 
ly at all, and in some cases actu- 
ally increased. 


9 me 9 mo 
1954 1953 

Cash 
Fiew Flow 


U.S. Steel $335 million $341 million 
Bethlehem 154 million 150 million 


Republic 66 million 74 million 
JauL 48 million 64 million 
Inland 41 million 37 million 
CFa&al* 17 million 15 million 
Kaiser* 25 million 21 million 





* Full fiscal year ending 6 30/54 











began, Grace had very shrewdly de- 
cided to preserve much of Bessie’s re- 
gional character, and thus its advan- 
tageous position in the U.S.’s most 
highly concentrated region. Thus, in- 
stead of attempting to spread out into 
new markets by building new plants 
elsewhere, Grace used most of the 
$700 million which Bethlehem has 
laid out in capital expenditures since 
the war to expand existing plants. 
The shrewdness of Grace's calcula- 
tions is evident in a simple compar- 
ison. Bethlehem’s new capacity cost 
it about $112 a ton. Meanwhile, Big 
Steel, ranging further afield, paid 
close to $270 a ton for its new ca- 
pacity. 

This has had a healthy effect on 
Bessie’s earning power. For example, 
in the first nine months, Bessie sold 
$1.68 worth of output for every net 
dollar invested in plant. Big Steel, by 
way of comparison, sold just $1.24 
worth. There was also another ad- 
vantage to Bessie’s sticking close to 
home. In order to sell steel in the 
eastern market Bethlehem dominates, 
most of Grace’s competitors have had 
to pick up the freight tab (e.g., $11.50 
per ton of sheet from Pittsburgh to 
Philadelphia) on their steel, while 
Grace was johnny-on-the-spot with 
his. As a result, Bessie’s profits in the 
first nine months last year were at the 
rate of 11% on its invested capital, a 
ratio exceeded among the big steel- 
makers only by Inland and Armco 
(see table.) 

In the past two years, however, 
Bessie has not enjoyed quite the un- 
challenged sway it used to have in the 
rich eastern market. Competition of a 
high order has developed from none 
other than U\S. Steel, which dropped 
its 1.8 million-ton, easily expandable 
Fairless Works right into Grace's 
backyard at Morrisville, Pa. Ever 
since then, Wall Streeters have been 


January 1, 1955 


wondering whether Bessie would not 
itself make a countermove in reaction 
to this invasion of its territory. Thus, 
last year they interpreted the pro- 
posed Bethlehem- Youngstown therger 
proposal as Bessie’s answer. By tak- 
ing over Youngstown’s midwestern 
mills, Bethlehem would be in a posi- 
tion to press competition in U.S 
Steel’s own midwestern territory. And, 
what is more, it could do so without 
spending anything like the staggering 
sum the Fairless Works had cost Big 
Steel. This is what defenders of the 
merger have in mind when they claim 
that the deal would actually step up 
competition in the steel industry, not 
reduce it. 

There is, of course, more to the 
merger plan than just a retaliatory 
move on Bethlehem’s part. Grace un- 
doubtedly also had his eye on Youngs- 
town’s strong net working capital po- 
sition (almost $20 per share at mid- 
year) and its big (2.5 million tons) 
plant located smack in the profitable 
Chicago market. Moreover, Youngs- 
town’s strong position in the rich oil 
equipment market would go a long 
way towards rounding out Bessie’s 
other specialties, structural steel and 
shipbuilding, give it a broader base 

Meanwhile, left to itself by Gov- 
ernment decree, Youngstown clearly 
was not doing too well. In recent 
years, in fact, Youngstown has shown 
some signs of hardening of its cor- 
porate arteries. Until 1951, it boasted 
one of the industry’s biggest accumu- 
lations of cash. But in order to keep 
it, Youngstown had allowed its rivals 
to surge far ahead in expansion. Be- 
tween 1946 and 1950, for example, 
Youngstown added only $20 miilion to 
its net plant. In the same period, Big 
Steel plowed $560 million net back 
into expansion, and even little Wheel- 
ing Steel spent $41 million net on im- 
provements, With his main plant con- 
centrated in steel-surplus Youngs- 
town area and his Chicago plant a 
late-comer on the scene, Youngstown’'s 
Mauthe last year was slowed down by 
sales troubles which cut his net 41%, 
his sales 24% in nine months. 

Sales problems were also the main 
concern, last year, of Republic’s Pres- 
ident Charles M. White. Republic, the 
nation’s third largest, “found it neces- 
sary [as White explains it] to make 
additional quick moves to meet the 
changing sales situation.” Two of 
White’s moves: expansion of his sales 
force, launching into such new prod- 
ucts as titanium, iron powder, plastic 
pipes, and seamless steel tubing. White 
also continued to expand Republic's 
$100 million stake in ventures to find 
and develop new ore sources. Re- 
public, for example, has a one-sixth 
interest in the huge Labrador-Quebex 
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ore project and a 50% stake in the 
Minnesota taconite development 

Republic sorely felt the effects of 
the steel slump. Lower demand for 
such items as auto sheet and stainless 
specialties, long-time Republic fortes, 
cut its sales roughly 30% in the first 
nine months. White, however, had 
carefully prepared a comfortable fiscal 
cushion to soften any such blows for 
stockholders. For one thing, his care- 
ful expansion has left him with a ratio 
of sales to net plant investment which 
rivals even Bessie’s. Another facto 
was the demise of excess profits taxes 
Thus, in the third quarter, Republic's 
tax bill was only $39.2 million, as 
against $92.6 million last year. As a 
result, Republic’s loss in net profit 
was held to 25 

There were also other favorable 
factors. With cash pouring into reg- 
ular and “emergency” amortization 
reserves at the rate of $7 per share 
per year, White and Chairman Tom 
Girdler actually had few financial 
worries, As if to prove it, they upped 
Republic's dividends 62c¢ 

All in all, Republic emerged from 
the steel recession with plenty of jus- 
tified optimism. “If Republic,” says 
White, “is able to operate in the vi- 
cinity of 75° of capacity during the 
next several years, it should have 
profitable years, and dividends of the 
company should be amply covered.” 
Sniffed Chairman Tom Girdler, 77 
“This recession may be compared to 
some of the depressions I've seen as 
a tremor is to an earthquake.” 

Tremor or earthquake, one thing 
was sure: the industry's fortunes have 
changed a great deal since the lean 
Thirties. One striking sign of this was 
that, even with sales off heavily, price- 
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EARNING POWER 
One way to look at a steelmaker’s 
prosperity is to see how much it suc- 
ceeds in carrying down to net profit 
But much more revealing of its stra- 
tegic position and efficiency is how 
much it earns on its invested capital 
Here is how the top eleven steel- 
makers stack up in these terms in 
the first 9 months of 1954; 


9 months Return on 
net profit Invested 
per share Capital 
5 %, 
U.S. Steel $4.55 8% 
Bethlehem 8.30 1! 
Republic 5.22 9 
Ja. 1.50 1 
National 2.61 7 
Youngstown 4.04 6 
Armco 5.59 12 
Inland 5.25 14 
CF&l* 246 6 
Wheeling 3.48 5 
Kaiser 57 3 


* Full fiseal year ending 6/30/54 

















cutting by sales-hungry steelmakers 
had rarely raised its head. “The thing 
to watch,” observed an old Pittsburgh 
hand early in the year, “is the price of 
steel, not the rate of capacity. I don’t 
care if operations sink to 60% of ca- 
pacity. If prices hold firm the com- 
panies will make money.” 

As it turned out, prices did hold up 
and the big steelmakers did manage 
to stay well in the black even while 
operations dragged very close to the 
60% mark. But not all steelmakers 
fared equally well. Some, for reasons 
that were not always the fault of man- 
agement, had a rough time of it. 

Pittsburgh's $580 million Jones & 
Laughlin Steel Co. was a case in point. 
It was unprotected by an excess 
profits tax cushion when its sales fell 
off some $118 million. Result: J&L’s 
profits fell 61%. 

This was a bitter and unavoidable 
setback for Admiral Ben Moreel, 62, a 
retired Navy engineer who has headed 
J&L since 1947, In this time, J&L has 
poured -some $465 million back into 
plant betterment and expansion. But 
huddling as it does with four-fifths of 
its capacity in steel-surfeited Pitts- 
burgh, J&L must absorb freight bills 
on a high percentage of its sales to get 
buyers. Moreover, except in boom 
years, J&L has had one of the lowest 
sales-to-net plant ratios in the entire 
industry. Thus at the nine-months 
mark last year, Moreel’s sales came to 
only 96c on every dollar's worth of its 
depreciated plant, the lowest such 
ratio by far of the Big Eight 

Despite his troubles, however, 
Chairman Moreel was far from dis- 
mayed. He announced he would spend 
still another $50 million ($9 per share) 
for a fresh round of plant betterment 
to keep J&L competitive. Source of 
the money: retained earnings plus the 
nearly $50 million annual cash flow 
for depreciation. 

Why was Steelman Moreel spending 
more money on plant when what he 
already had was not running at any- 
thing like full blast? “We are plan- 
ning,” said he, “projects which will 
enlarge and improve the pattern of 
production which can be produced 
from steel rolled on present facilities.” 
Meanwhile, five new “outside” direc- 
tors, including a liberal sprinkling of 
bankers, were brought in to replace 
three “inside” directors on Moreel’s 
board 

Whatever these changes might mean 
for the future, 1954 was not an out- 
standing year for J&L stockholders 
What with the cumulative effect of 
rising deductions for depreciation and 
the decline in operations, operating 
profit dropped to $1.50 per share in 
1954's first nine months, compared 
with the $3.88 earned in 1953's first 





GRACE AND FAIRLESS: 


neighbors now 


three This was obscured 
somewhat by the fact that last yea 
J&L transferred $12 million of its de- 


preciation 


quarters 


reserves to its profit ac- 
bookkeeping charge that 
raised reported profits to $2.49 

One 
last 


count, a 


of the hardest-hit steelmakers 
was Ernest Weir's National 
Steel, which has traditionally enjoyed 


yeal 


the industry's highest profit margins 
Over the five National's 
earnings have averaged 23.3% of sales 
before taxes, as compared with a com- 
posite 18°; for his seven biggest rivals 
But a 140,000-ton inventory pileup and 


past years, 


a nasty labor situation at its Great 
Lakes plant at Detroit slowed Na- 
tional seriously last year. As a re- 


sult, National’s nine-months net was 
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But by years end the industry's 
operating rate had rien sharply 
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off 49%, and its profit margin leveled 
down to the industry's average. 

Weir, warning against “over-opti- 
mism,” shook up Great Lakes’ man- 
agement, promised stockholders bet- 
ter news in the fourth quarter. But at 
year’s end some Wall Streeters were 
wondering whether National’s profit 
margin would ever look quite so good 
again. They had noted complications 
in National's relations with the auto 
industry, the gradual spreading out 
of the car makers from Detroit and 
the increasing amount of competitive 
new plant capacity in the area. Weir's 
up-to-date plants would probably 
never again have the firm and undis- 
puted hold on the auto market they 
have enjoyed in the past. 

In the steel industry the location 
and condition of a plant are the keys 
to its profits. Until someone figures a 
way to differentiate one ingot from 
another, time-of-delivery and price 
will decide steel sales. Given the 
competitive situation implicit in such 
a standardized product, the major 
steel companies are, without exception, 
competently run. Choosing between 
managements under such conditions 
would be no easy task. All the more 
so in view of the fact that many a 
competent steelman wears the mill- 
stone of unbalanced production or 
poor plant location about his neck. 

Nevertheless, a certain fine distinc- 
tion can be made, and in 1954, for the 
second consecutive year, Forses’ top 
management honors go to fast-step- 
ping, hard-selling Armco Steel, whose 
48 million tons capacity makes it 
number five among U.S. steelmakers. 
When the emphasis in steel shifted 
from production to selling, President 
Weber William Sebald was ready, 
shook down his order-handling setup 
to cut delivery time, sent salesmen 
probing his southern and midwestern 
markets for new customers. To fit his 
output to the demands of the market, 
Sebald spent upwards of $30 million 
on five new fabricating units sprawl- 
ing from North Carolina to Saskatch- 
ewan, and on such other profit-build- 
ers as 15 new coke ovens at Houston 
and a blooming mill at Kansas City. 

Of course, Sebald and Chairman 
Hook had nothing to regret in the fact 
that their mills are strategically placed 
close to their markets, a very comfort- 
ing thing at a time when many com- 
petitors were having to absorb heavy 
freight bills to get volume. Hardly 
aware of the recession, Armco breezed 
through the generally sticky nine 
months pouring ingots at a full 20 
points higher rate than the industry 
as a whole. This together with the 
end of EPT resulted in a smart 12% 
increase in Armco’'s net despite a mod- 
erate (11%) drop in sales. 


Forbes 











Surveying this industry-pacing rec- 
ord with obvious pleasure, Sebald de- 
clared at year’s end: “The steel 
industry has finally passed beyond 
feast or famine. Steel will 
continue to move ahead with our 
country’s growth.” Feasting Armco 
stockholders, meanwhile, watched their 
shares soar from 1953’s low of 33% to 
67%%, a rise that easily exceeded that 
of the Dow-Jones industrials. 

Also living well in spite of the mild 
industry-wide slump in sales was 
Chicago’s $433 million Inland Steel, 
whose operations boomed at better 
than 100% of capacity even in slug- 
gish June. Amid the general competi- 
tive shakedown, President Joseph L 
Block was actually able to increase his 
profits 7%. Block, in fact, sold so 
much steel to the hungry Chicago 
market in the nine months, some $403 
million worth, that Inland pushed up 
to fourth place in the industry, ahead 
of Youngstown, Armco, National and 
J&L, all of which had greater assets. 
What is more, Block was able to keep 
his salesmen near home, avoided ship- 
ping bulky steel to distant markets. 

“I believe,” concluded President 
Block proudly, “that our operations 
and earnings properly reflect the abil- 
ity not only of management but of 
our 27,000 employees. This cannot be 
said for the immediate preceding years 

.. (when) there was not the oppor- 
tunity for competitive comparisons 
that there is today.” Block was, of 
course, referring to Inland’s bright 
showing in the lean Thirties, when 
most of the steel industry was mired 
in red ink. In those days also, Inland 
stood second only to National as the 
steel industry’s model of stability and 
profitability. 

While Inland was steadily grinding 
out profits at its modern plant 
throughout the Thirties, down-at-the- 
heel Colorado Fuel & Iron was mired 
in bankruptcy. All that has since 
changed, and CF&I faced the 1954 
bumps in far sounder condition. Built 
up, modernized and no longer as heav- 
ily dependent on its traditional rail 
and fastener markets, a job accom- 
plished by Wall Street’s able Charles 
Allen, Jr., CF&l is no longer the 
marginal producer it once was. But 
it is still heavily in debt, with some 
$56 million in longterm obligations 
against net assets of $163 million. This 
has been the price Allen has had to 
pay for his $80 million expansion and 
modernization program to build up 
the company. 

In order to repienish their expan- 
sion-drained working capital from 
earnings, Allen and President Alwin 
Franz late in 1953 cut off cash divi- 
dends, even though CF&I was still 
well in the black. Justifying their 
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decision to put plant and working 
capital ahead of dividends, Franz and 
Allen reassured stockholders that “In 
today’s highly competitive market, we 
are fortunate to have the benefit of 
this long-range improvement 
gram.” 

Wall Streeters, recalling CF&l's pre- 
war record, agreed it was indeed for- 
tunate. But at year’s end, stockhold- 
ers rejoiced to find that the worst was 
over, pocketed their first cash pay- 
ment (25c) in a year. Meanwhile, 
never a man to miss a trick, Charlie 
Allen made a deal whereby Conti- 
nental Oil will hunt for oil on CF&l’s 
170,000 western acres. 

Though it lacks CF&l’s oil pros- 
pects, Wheeling Steel (capacity: 2.1 


pro- 


million tons) has more than held its 
own in the tough 1954 market. Presi- 
dent John L. Neudoerfer, a veteran of 
47 years with Wheeling, keeps his 
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company well on the profit side of the 
road, despite the fact that third quar- 
ter operations sank to 68% of ca- 
pacity vs. 96°, last year. Neudoerfer’s 
big trump was building-industry de- 
mand for his galvanized sheet steel 

Out in Fontana, Calif.. Henry J 
Kaiser's Kaiser Steel Corporation 
chalked up two highly uneven dis- 
tinctions last year: one of the indus- 
try’s best profit margins (26.7%, for 
the fiscal year ended June 30); and 
far and away the heaviest debt load 
The fat profits before taxes were due 
in large part to Kaiser's competition- 
protected location on the steel-short 
West Coast. As for Kaiser's back- 
breaking debt load, which amounts to 
57% of its capitalization 
Manager Jack L. Ashby, himself a 
onetime investment man, is able to 
view it with a certain degree of de- 
tachment. All he feel 


General 


has to do to 


™ 
w 


comfortable about it is to remember 
the $13 million in annual depreciation 
charges flowing into his treasury. 

But while it helps lighten the debt 
load, depreciation (nearly $4 a share 
last year) played hob with earnings 
Despite operating profit margins, 
Kaiser brought only 57c per share 
down to net profit. Faced with this 
apparently lightweight showing, Ash- 
by did as J&L’s Moree! did, reshuffled 
his depreciation charges to report a 
brighter-leoking $1.75 per share net 


LABOR RELATIONS 


Ir any of the hard-bitten, turn-of- 
the-century steelmen or their labor- 
leader contemporaries had returned 
to earth in 1954, it is doubtful whethe: 
they would have believed their eyes 
There was the chairman of mighty U.S 
Steel, and friendly as 
could be with one of the country’s top 
labor chieftains, the 


mills 


arm-in-arm 
showing union 


man from 


through company 
coast to coast 

Dramatic as this episode was, it was 
only part of a new look in the steel 
industry's relations. An even 
startling event occurred afte: 
these goodwill tours by Ben Fairless 
and the United Steel Workers’ David 
McDonald were ove1 


labor 
more 


At his union's 
biennial convention at Atlantic City, 
McDonald stood up to tell his men 
that stockholders, 
“The working force,” he warned the 
rank and file, “must see to it that the 
steel properties are operated success- 
fully because, if they are not 

(the workers) will have no jobs 
(Without) 


these 


too, were people 


new money flowing into 


industries, of will 
have decadence set in in our country.” 

McDonald's enlightened words were 
followed by enlightened deeds. De- 
spite about a 
the Stee! 
Workers agreed to an 11 to 12 cents- 


course, we 


some fire-breathing 


“guaranteed annual wage,” 
an-hour “package a settlement 
moderate enough to keep the steel- 
makers in the black during the slug- 


raise 


gish third quarter 
Undoubtedly these 
But the 


management-labor 


were signs of 


progres worst irritant to 
relations this year 
which 


management had much con- 


was omething over neither 
labo nol 
trol. As furnaces were banked 
laid off By 
timated that 
its members 


this 


Wor Kk 
spring, the 
200,000 of 
Aware of 
ranked @ 


e! had to be 
union ¢ some 
were jobless 


problem, Bethlehem 


one of its prime labor-relations aims 
what it described as “the continuous 
rounding out of facilities and sales 
outlets to build up and stabilize em- 


ploy ment 


jut if the industry's top labor men 


understood the economics of employ- 
ment, the 


working rank-and-file, un- 














derstandably enough, could not always 
see beyond their need for steady work 
Grumbled a jobless steel worker, last 
summer: “So they're saying all this is 
just a mild leveling-off; to me it’s a 
depression. Is the company making 
the next payment on my house? Or 
maybe McDonald will?” 

Despite such overtones, 1954 was, in 
general, a year of labor peace in the 
steel industry. To make it reasonably 
permanent, steelmakers were facing 
up to the long-range problem of con- 
vincing workers that their well-being 
depended on their company’s health, 
a job which does not end with the 
signing of new contracts. Toward this 
objective, Republic included in its 
long-range planning “a training and 
conference program in cooperation 
with the Industrial Relations Center 
of the University of Chicago ... to 
review our labor relations policies.” 

Meanwhile, under McDonald's lead- 
ership, the United Steel Workers this 
year seemed to be making real prog- 
in curbing the wildcat strikes 
that so plagued the industry in 1953 
One exception National 
Steel's Great Lakes plant under ex- 
President Fink, where 70 illegal work 
stoppages finally flared into a com- 
plete two-week shutdown in June. 
This, however, was a glaring excep- 
tion in a generally improving picture. 
Inland, where an unauthorized strike 
cost 40,000 tons of production in 1953, 
reported only 8242 man-hours lost due 
to strikes, Bethlehem, with more 
than 100,000 hourly workers on the 
rolls, lost just 49,000 man-hours. Arm- 
co had “no appreciable loss this year.” 


ress 


occurred at 


PUBLIC AND 
COMMUNITY RELATIONS 


Sree.’s chief setback on the public re- 
lations front was the uproar over the 
Bessie- Youngstown merger. Attorney 
General Brownell’s thumbs-down, and 
the generally unfavorable public re- 
action to the proposal, suggested that 
the two big companies had not ade- 
quately put their case to the public 

On other subjects, though, the in- 
dustry was doing a good job of public 
relations, Fairless and Weir were 
just two of the top steel men speak- 
ing out frequently during the year 
to convince the American people that 
steel profits, far from being exces- 
sive, were an important prop of a 
free economy 

But even more important in their 
dealings with people were the prob- 
lems faced by the steelmen in the 
communities where plants are located 
East Chicago, Ill, this year was a case 
in point. That slummy area, with its 
narrow streets, tumble-down houses 
and hodgepodge of factories and res- 
idential buildings is hardly a typical 


American community. For Inland 
and Youngstown, whose plants dom- 
inate the town, this is a fact of more 
than a little importance. Youngs- 
town, in particular, was losing sev- 
eral dollars per ingot ton produced 
there because of the fast worker turn- 
over. It was a tough problem, and 
the way the companies dealt with it 
demonstrated how far steel has pro- 
gressed from its “let ‘em eat cake” 
days. Inland, Youngstown and eight 
big East Chicago employers 
put up $1 million to finance a non- 
profit development foundation. Its 
aim: slum neighborhood 


other 


clearance, 
rehabilitation 

Part and parcel of such community 
relations are the vexing problems re- 
sulting from the smoke and dirt the 
great blast furnaces tend to 
over their surroundings 


scatter 


Every com- 
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no jobs without capital 


pany surveyed by Fores indicated an 
acute awareness of the air-pollution 
Take Republic, for 


which “has spent more than 


problem ex- 
ample 
$10 million on improvements which 
contribute directly to alleviating this 
air pollution situation.” 

Even education came in for atten- 
tion under the steel companies’ de- 
veloping concept of their responsibili- 
ty toward the communities in which 
they Armco, finding itself un- 


avoidably tangled in a school district 


live 
merger, lent several of its experts to 
the school authorities to help straight- 
en matters out Education-wise 
too, Armco was one of the steel com- 
up the number of 
college scholarships offered promis- 


panies stepping 
ing boys from its plant towns 
However, as steelmen well 
know, community relations is 
not just a matter of good works well 
publicized 


some 
go vd 


There is a subtler aspect, 
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pinpointed by a Bethlehem Steel of- 
ficial: “We realize the importance,” 
said he, “of taking part in community 
projects. But, on the other hand, we 
don’t want to be damned as propa- 
gandists. It's not just a question of 
what we do but how we do it. We 
prefer muted tones. Generally we 
believe in waiting until we're called 
upon before taking part. But once 
we're in, we do our best and do it 
quietly.” 

In dealing with the touchy ques- 
tion of plant accidents, however, 
Bethlehem does not try to avoid pub- 
licity. It has a clear formula: notify 
the newspapers yourself, lest a small 
mishap be magnified by rumor into 
a major disaster 


STOCKHOLDER RELATIONS 
Towarp the end of the third quarter, 
National's outspoken Chairman Er- 
nest Weir complained that over the 
years, the investor in steel stocks has 
not had an even break. “The stocks 
of the important companies,” said he, 
“are selling under their low book 
values. Stocks of companies in other 
leading industries are selling consid- 
erably above book value. The 
steel industry is up against the neces- 
sity of making proper earnings and 
paying proper returns to stockholders 
that are competitive with returns paid 
by other industries.” 

Even while Weir was speaking, the 
fast-stepping 1954 bull market was 
going a long way toward changing 
this. On the Big Board, Bessie, for 
the first time since 1929, pushed to 
within pennies of its book value. Big 
Steel, nudging 70, was selling at more 


than double its 1953 low. What is 
more, dividends were more liberal 
Bessie boosted its nine-month pay- 


out to $4.50 from last year’s $3. Also 
paying more: Republic, Youngstown. 

While enjoying this ringside seat at 
the bull market, stockholders 
were basking in unprecedented woo- 
ing by the management of their com- 
U.S. Steel’s Ben Fairless, a 
public relations veteran of no mean 
accomplishments, was a _ pace-setter 
here. His bright letters of welcome 
to new stockholders, and his chatty, 
well-gotten up “The U.S. Steel Quar- 
terly,” models of stockholder 
communications 

As for annual reports, each com- 
pany vied with the next in use of 
color, charts, pictures to sell the own- 
ers on the progress of its manage- 


steel 


panies 


were 


ment. Exception: Bethlehem, whose 
annual reports are factual, sober- 
sided compendiums of information, 


heady matter for the fact-hunting in- 
vestor, but rather undramatic and 
unrevealing to the average chart-lov- 
ing, report-skimming stockholder. 
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Like the stratosphere their newest 
jets have conquered, the business at- 
mosphere of aircraft building is rare- 
fied. It obeys no ordinary rules. 
While companies in most industries 
must please many customers, aircraft 
firms, for the most part, have only 
one—the U.S. Government. More of- 
ten than not, planemakers do not sell 
their product; they take orders for it 
They have no competition as most 
businesses know it, only a technolog- 
ical rivalry. While prices of other 
manufacturers’ products must match 
consumers’ pocketbooks, the cost of 
planes is largely immaterial. What 
the Pentagon is buying is security, 
and for that no price is too high. 
Yet, although public money for air- 
craft purchases has been easily come 
by in these desperate times, public 
opinion, acting through contract re- 
negotiation and heavy taxation, has 
kept the planemakers’ profits com- 
paratively thin. With sales soaring 
and profit margins low, the nation’s 
planemakers understandably shed no 
tears when the excess profits tax died 
last year. The average Federal tax 
rates fell from 65% to 52%. Asa re- 
sult, the planemakers happily antic- 
ipated being able to bring a larger 


AIRCRAFT 


part of their sales dollars down to net. 
In absolute terms, they were also 
better off, since their gross promised 
to exceed 1953's $8.5 billion postwar 
peak 

Despite the danger that their swol- 
len earnings might be snatched away 
again in contract renegotiations, the 
planemakers voted a flurry of stock 
splits and dividend increases, a 
largesse that warmed the hearts—and 
purses—of stockholders. Wall Street 
felt the warmth, too, and the high- 
flying aircraft shares soared to rec- 
ord highs. The planemakers 
gained a new respectability. Their 
reliance on government contracts, 
once regarded as an inherent weak- 
ness of the industry, began to look 
more like fundamental strength 

This big change in attitude came 
about last year, when the Defense 
Department virtually underwrote the 
industry's prosperity and prolonged it 
indefinitely, thus wiping out the awe- 
some crests and troughs that have 
characterized the planemakers’ for- 
tunes in the past. The Defense De- 
partment did this merely by stretch- 
ing out its alr power program, present 
targets of which are 121 wings by 
June 1955, 127 wings a year later, 137 


also 
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by mid-1957 
noted that it will spend less lavishly 


But the department also 


($7.9 billion in fiscal 1955, as com- 
pared with $8.8 billion this year), thus 
forcing the planebuilders to work off 
their backlogs. Moreover, producers 
will be required to develop better de- 
signs at lowe 


costs; the Pentagon 


will no longer allow 


models to 
go into costly mass production until 
the planemakers have met stiffened 
contract specifications 

But reservations, 
1954 was not just a good year for the 
planemakers 


new 


even with these 
and for aircraft in- 
fact best 
In 1955, the money probably will not 
roll in quite as easily and indiscrim- 
inately, but the planemakers’ backlogs 
are still huge and the industry ex- 
pects to level off at high altitude, stay 
there for a long time 


vestors—but in their ever 


VM ANAGEMENT 

Ir running an aircraft company in the 
face of the pressures from Washing- 
ton brass and the continual threat of 
called manage- 
and not gymnastics, 1954 pro- 


obsolescence can be 
ment 
duced a wide range of performances 
in the aircraft industry. Worst oper- 
perhaps just the unluckiest, 
was Republic Aviation’s President 
Mundy I. Peale. His difficulties broke 
into the news last summer when Air 
Force trouble-shooters swooped down 


ator, or 
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to concentrate on essential 
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Peale laid off thousands of 
workers and cut back output. That 
brought defense brass out in force 

Defense Secretary Charles E. Wil- 
son, on the spot to see for himself 
did Peale’s thinking for him. In a 
fashion reminiscent of his old days 
at General Motors, Wilson 
quick survey and decision, ordered 
Republic to “fix its cripples” else- 
where and get back to work. By that 
time, Mundy Peale had manfully 
swallowed his April prediction that 


repairs, 


made a 


Republic's 1954 sales would again 
equal 1953's $412 million. Actually, 
Republic entered the fourth quar- 


ter with a $225.8 million 
less than the $308.2 
of a year earlier. 
The 
Thunderstreak was a costly competi- 
tive setback for Republic, which 
builds its fighter in stiff competition 
with such big, diversified giants as 
Lockheed, North American and Con- 
vair Division 


gross, far 
million income 


production slowdown on the 


of General Dynamics 
Since the only other plane Peale has 
in full production is the RF-84F 
Thunderflash, which alone cannot 
make up for the Thunderstreak trou- 
bles, Peale is heavily pinning his 
hopes on Republic’s still secret F-105 
fighter-bomber, small-scale 
production, and on the experimental 
F-103 interceptor 
sizable orders for 


now in 


If these fail to win 
Republic, there is 
only pin money from guided missile 
research to fall back on 

A few miles away, Peale’s Long 
Island neighbor, tough-looking Leon 
A. (“Jake”) Swirbul was faring bet- 
ter. While Republic's sales were nos- 
ing down, Grumman’s were zooming 
up. For the nine-months, Grumman's 
gross hit $155.6 million, and profits 
soared to $7.2 million, $46,000 more 
than in all of 1953. A prime supplie: 
of shipboard planes, and traditionally 
the Navy's favorite supplier of 
craft, Grumman last summer un- 
wrapped its new F9F-9 Tiger, a 


air- 
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supersonic fighter with a “coke bottle” 


had $40 


orders to finance its production. Thus 


fuselage million in 


soon 
Swirlbul has neatly engineered a re- 
placement for Grumman's aging Cou- 
gars. In addition he had a handsom« 


bac klog of F-9F-8 jet 


orders for 


fighters, S2F-1 subkillers and SA-16 
Albatross amphibians 

For a while it had looked touch- 
and-go whether Swirbul would be 


able to fill in the gap left by the wind- 
ing up of the Cougar. But investors, 
who recalled that Grumman had ne- 
gotiated the tricky climate of 1946 and 
1947 without half the 
firms a Lockheed had 


worried. Famed as a low 


agonies such 


shown need 
not have 


cost producer (Grumman's 9.7% pre- 


tax profits margin is the industry's 


kept 


consistently 


highest), Swirbul has Grum- 


man's star rising by 


wringing bonuses out of incentive 


type, fixe d 


price contracts Right now 


FB4F THUNDERSTREAK: 














he is dickering to buy the Navy- 
owned Tiger plant at Calverton, N.Y 
to expand his owned production facil- 
ities and slash costs. Grumman’s sales 
are all military, except for a limited 
line of commercial truck bodies and 
canoes. Yet Swirbul that he 


could halve plane production anytime 


boasts 


and still keep every employee, merely 
by recalling sub-contracted work from 
outside shops 

Most unpro- 
tected by this security and Grumman's 
wide margin, avoid Republic's vulner- 
ability by carrying their eggs in many 
baskets. When the Navy cancelled 
57 HSL helicopters from its original 
order for 137 because producer Bell 
Aircraft had fallen behind schedule, 
the slash hurt President Lawrence 
Dale Bell's pride more than his pock- 
etbook. Despite this, Bell’s $137.2 mil- 
lion still topped 
1953's $103.7 million by a handsome 
margin. Moreover, Bell had thought- 
fully provided his crew with othe: 
military commercial egg-beate: 
addition, his engineers 
were still trying to shatter the 1,650 
mph speed record set by their X-1-A 
with a X-2 and a 


other planebuilders, 


nine-months sales 


and 
contracts. In 


secret 

swept-wing X-5 
Already 

pilotless 


variable 
deep in development of 
bombers, servomechanisms 
rocket motors, Bell also 
unveiled a convertiplane for the Navy 
last year. With an eye to a lower- 
market, he spread word that, 
volume production, he could 
build a five-seat commercial version 
to sell for $75,000, within four years 
or a 30-40 seater, to sell for $500,000 
almost as soon 

Unlike a’ planemaker who 
willingly leaves money worries to the 
taxpayer, Bell's management got 
credit for turning high-level attention 
to variable cost controls. He instituted 
rigid 


rockets and 


price 


given 


many 


budgets and 


proper planning 
to make them realistic. To get stable 


performance, he bought out Ameri- 
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fila 


can Wheelabrator and Equipment Co., 
added such unlikely items as dust col- 
lectors and fume controls to his poly- 
glot product list. 

Diversification, however, is no sure 
cure for a planemaker’s ills, as witness 
the case of broadly diversified Fair- 
child’s weak performance last year. 
As output of the C-119 Flying Boxcar 
was cut down, to be replaced by 
the C-123 Avitruc transport work, 
President Richard S. Boutelle’s sales 
through September sagged from $128.8 
million to $102.5 million. As a result, 
Boutelle watched Fairchild’s pretax 
profit margin fall from 1953's 9.7% 
to a middling 65% for the nine 
months. But the situation might have 
been worse. Fortunately Boutelle was 
able to cushion the changeover with 
sales of air conditioning systems, air- 





MARTIN'S GEORCE BUNKER: 


return to respectability 


craft pressurization units, atomic en- 
ergy development, and research proj- 
ects in underwater propulsion, guided 
missiles, radar and the revolutionary 
X-1 Minisub. 

Boutelle’s search for new activities 
which will broaden the company’s in- 
terests and lower the percentage of 


governmental contracts led him to 
market 557,551 additional shares of 
common stock, a move that netted 


$6.2 million to be used for new prod- 
uct development. At the same time, 
he prepared to build a new Long 
Island plant to house production fa- 
cilities for his small (1000-lbs. thrust) 
J-44 jet engine. Earlier, in another 
diversification burst, he bought out 
American Helicopter Co., a Manhat- 
tan Beach, Calif., firm armed with 
Air Force contracts for pulse-jet- 
powered helicopters. Far more news- 
worthy (although admittedly less 
profitable for years to come), was 
Fairchild’s challenging design for a 
550 mph jet transport, with which 
he hopes to outspeed Boeing, Lock- 
heed, and Douglas to an Air Force 
contract. 
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While Republic and Fairchild failed 
to gain altitude in the lushest post- 
war year for planemakers so far, 
tight-fisted George M. (for Maverick) 
Bunker showed off some sterling 
management mettle in piloting long 
ailing Glenn L. Martin to its best sales 
and earnings in nearly a decade. Mar- 
tin’s 12-months’ performance gave 
Bunker a seat alongside the best op- 
erators in the business. He capped it 
by paying the first dividend Martin's 
stockholders have known in 
long years 

When Bunker took over manage- 
ment of the Baltimore planemaker 
three years ago, Martin was deep in 
debt and losing $22 million a year 
on $68 million in sales. Bunker: 
promptly closed out Martin's money- 
losing commercial airliner 


seven 


venture, 





and pilotless guided missiles. 

As Martin itself 
among the second division builders, 
the West Coast heavyweights, Lock- 
heed 
ic’s Convair Division, jostled for posi- 
tion 


re-established 


Douglas, and Genera! Dynam- 


In the heavy bomber line, Boe- 
ing grabbed a commanding lead. 
While huge Wichita plant 
rolled out its 1,000th B-47 Stratojet, 
William M. Allen 
up production of the huge. 
eight-jet Stratofortresses which have 
replaced Convair’s B-36 as the Ai: 
Force's 


Boe ing Ss 


able President 


steppe d 


major long-range bombe1 
With orders for Stratofreighte 
tankers and B-47s stretching far into 
1956 and B-52s beyond that, Boeing 


was turning out a record two planes 
mid-year. By the 
Boeing's 


a day by 
Septen ber 


end of 
had hit 


sales 


144} 





B-61 MATADOR PILOTLESS BOMBER: 


concentrated on wringing profits from 
more reliable Government contracts 
Within two years, the company was 
debt-free. Heavily laden with orders 
for the B-57 twin-jet light bomber, 
the P5M-2 Marlin flying boat and his 
new P6M-1 Sea Master seaplane, 
Bunker rang up sales of $187.2 mil- 
lion, 60% more than in the same 9 
months of 1953 and just $21 million 
shy of the postwar sales record Mar- 


tin had set for all of 1953. Martin's 
pretax margin rose from 6.9% to 
7.7%, fourth highest in the trade. 


Equally impressive is the fat back- 
log of contracts for research on Vik- 
ing rockets, Matador B-61 pilotless 
bombers and dozens of other 
tronic projects Martin carried 
1955 

Up until now, Martin’s comeback 
has been assisted by tax regulations, 
which allowed him to credit prior 
losses against profits. With all the 
available credits now used up, Bunk- 
er’s management will get a stiffer test 
in 1955. In particular, Martin needs 
new working capital to finance secret 
development work in piloted planes 


elec- 
into 


29 


fat contracts and soaring profits 


$771.5 


7 handsome 
over the 


million, a 
$656.2 


first nine months 


increase 
1953's 
Net soared to $8.38 
per share, double 1953's showing. De- 
spite 


million set in 


heavier depreciation-amortiza- 
pretax profit 
6.9% to 714%, a 
clear tribute to Allen’s ability to cash 
Meanwhile, 


additional 


tion costs Boeing's 


margin rose from 
In on incentive contracts 
he was millions 
engines, guided 
F-99 Bomarc 
pilotless interceptor, and into nuclear 
power studies 

But the biggest coup of Boeing's 
year came in August, when it flew its 
707 jet transport. By beating Doug- 
las, Lockheed and Fairchild into the 
air with the nation’s first jet airliner, 
Allen netted an Air Force bid to build 
a tanker and thereby re- 
covered the $15 million for develop- 
ment he sank into his bold venture 
Allen hopes to sell the big bird com- 


plow ing 


into research on jet 


missiles, including the 


version 


mercially and is convinced he has ea 
two-year lead on competitors. But 
Douglas’ President Donald Douglas 


thinks that Allen’s lead is “illusory.” 
Douglas is spending about $3 million 











BOEING B-52 STRATOFPORTRESS: 


on a forthcoming DC-8 jet airliner, 
and Douglas claims he will have it 


ready long before the airlines are 
ready for it. Meanwhile, in his own 
behalf, Allen has gone right on 


preaching the virtues of commercial 
jets, generated big 
orders 

While Boeing promoted the jet age, 
Douglas and Lockheed sold old-fash- 
ioned piston-powered commercial air- 
liners in record numbers. Douglas, in 
fact, left Lockheed far behind in the 
race for the airlines’ business, sold 
over 100 new DC-7s within a year 
and piled up a $166 million backlog by 
September. Since then, Douglas has 
foilowed up a long-range transatlan- 
tie DC-7C with a turboprop-powered 
DC-7D, ten of which will go to Brit- 
ish Overseas Airways Corp., which 
has had to find another 
for its grounded Comets 

Douglas closed out the year clutch- 
ing military backlogs of close to $2 
billion, most of its orders for turbo- 
prop versions of its famed Globe- 
master transport, research planes in- 
cluding its X-3 Flying Stiletto, its 
F3D Skynight supersonic interceptors, 
and a number of carrier-based Navy 


audiences, no 


replacement 





best of a distinguished breed 


attack planes, including the A3D Sky- 


warrior and the midget A4D Sky- 
hawk. the lightest and smallest U.S 
jet combat plane yet built. With 


further experimenting, Douglas hopes 


to reverse the trend toward costly 
complexity in military jets with the 
600-650 mph Skyhawk. He thinks 


that with 


parts, he 


simplified design and fewe1 
can produce twice as many 
planes for the Navy at the same price 
During the Douglas 


phased out production of the Boeing- 


yeal also 


designed B-47, later started to build 
its own ‘secret B-66. But there was 
nothing secret about Douglas’ per- 


formance. Sales went up from $632.3 
$699.5 million, and net 


to $28.2 million in the first 


million to 


doubled 


nine months. Profitable civilian sales 
and large-scale government work 
racked up an 8.9% pretax profit 


margin, the industry's second best 
Meanwhile Lockheed’s margin 
sagged to 6.0° from 6.8° at 
1953's three quarter mark. The drop 
was due mainly to lower profits from 


down 


cost-re 
build 


ment-owned 


mbursement agreements to 


B-47 at the 
Marietta, Ca., 


Boeing's govern- 


plant 


But while Lockheed had no bombe: 


BOEING 707, AMERICA’S FIRST JET TRANSPORT: 


from publicity and promotion 
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1954, President Robert 
E. Gross’ hopes were riding high on 
a backlog of over $1 billion in orders, 
a sizable portion of it for the Ai: 
Force F-104 supersonic day fighte: 
to Lockheed’s F-94C Star- 
fire, being phased out of production 
During the year, Lockheed also got 
into volume production its squat 
low-slung C-130 turboprop-powered 
transport for the Air Force as well 
as its P2V7 Neptune subkiller, and 
picket plane based on its 
famed Super Constellation. Lockheed 


of its own in 


Successol! 


a radai 


engineers, who account for 15% of 
the entire force, also turned out a 
prototype XFV-1 vertical take-off 


fighter to compete with a similar 
plane built by Convair, and designed 
(with over $1 million of Lockheed’s 
own funds) a jet trainer which the 
Navy subsequently bought. Through 
September, poured over $14 
million into designs for still newer 
He also laid out $10 million 
for a missile research laboratory 
Meanwhile Lockheed had piled up 
the highest nine-months 


Gross 


planes 


sales and 


earnings in its history. Sales were up 
from $579.3 million to $581.6 million, 
earnings up from $12.5 million to $17.1 
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big audiences, no orders 
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LOCKHEED’S ROBERT GROSS: 
tired of flying second-best he 


million 
total 


$1.7 million more than 1953's 
net. Although Lockheed lost 
ground to Douglas in the commercial 
transport field, Gross still had a big 
enough Super Constellation backlog 
($140 million) to carry him well into 
1956. He was also building 420 mph 
military turboprop models which he 
claimed would be ready for commer- 
cial operation by 1957, provided that 
the airlines put in big enough orders 
to justify production. 

Flying even faster in civilian air- 
lanes, and with the twin-engined 
field almost to itself, Consolidated 
Vultee was under new management 
too short a time to feel the effect of 
General Dynamics’ generally good 
leadership. As the year came to a 
close, Convair still had a year’s work 
ahead of it in its backlog of orders for 
Model 340 Convair Liners and during 
the year had added an all-freight ver- 
sion of the 340 to its line, in a bid to 
capitalize on the short haul air cargo 
market. But demand for its piston- 


powered Convair Liners may be 


short-lived. Convair is acutely aware 
of the threat implicit in Capital Air- 
lines’ purchase of Turboprop Vickers 
Viscounts for short haul service. Con- 





CONV AIR’S JOE MceNARNEY: 
he concentrated on turbo props 
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SUPER CONSTELLATION: 
redesigned a plane 


President Joseph T. McNarney 
deserves ample credit for being pre- 
pared. He has already redesigned his 
ship to carry four Rolls-Royce Dart 
turboprops—the same engine used on 
the much-touted Viscount 

As a new power in U.S. planebuild- 
ing, General Dynamics Corp.’s Chair- 
man John Jay Hopkins is going to 
need all the preparation he can get 
When he bought 400,000 shares (17°; ) 
of Convair stock from Floyd Odlum’s 
Atlas Corp. in 1953, he got both the 
firm’s $1 billion backlog and its skin- 


Vall 


thin 4.2% pretax margin. At the 
time Hopkins took over, Convair’s 


B-36 still monopolized the long-range 
bomber field. Two months later it was 
phased-out. Later, the Air Force gave 
Convair an initial production orde: 
for its new supersonic B-58 Hustler 
But for the time being, the big bomb- 
er business belongs to Boeing 





SEA DART: 
and hydro-skis 
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DOUGLAS’ DON DOUGLAS: 


to overtake the leader 


Other military work held up bette 


In the past year Convair has rolled 
out C-131 Samaritans for the Army, 
R3Y Tradewinds for the Navy and 


got bids to build the F-102 delta wing 


interceptor and the startling XFY-1 
Sea Dart, which takes off and lands 
on water skis. At the same time, it 
built its vertical take-off fighter 


prototype the XFY-1 


Government's Pomona 


and ran the 
Calif., guided 
missile plant 


No newcomer to planemaking is 


North American's Board Chairman 
James Howard (“Dutch”) Kindel- 
berger, who has built more planes 
than any man alive. He has rarely 


lost money doing it. Grounded by a 


54-day strike last winte Kindel- 
berger reacted like a tumbler, by 
June had pushed North American's 


sales up to $493.6 million compared 
with $460.7 million in 1953's first nine 


months (North American’s fiscal 
year ended September 30.) 
While Convair, Lockheed, Boeing 


and Douglas fought for civilian mar- 
kets, Kindelberger concentrated on 
more than $1 billion in military orders, 
kept 6,000 of his 
signing 


engineers busy de- 


had 


new fighters, and 5,000 





NA’S KINDELBERCER: 


he concentrated on fighters 





UNITED'S RENTSCHLER: 


poised to meet the future 


more assigned to studying guided 
missiles. In September, North Amer- 
ican picked up a $100 million order to 
set up its Columbus, Ohio, plant as a 
second source for its F-100 Super 
Sabre, the first U.S. fighter to hit 
supersonic speed (754.98 mph) in 
level fight. Meanwhile North Ame: 
ican was also turning out F-100s at 
Los Angeles, and Kindelberger also 
had big orders to build late versions 
of the famed, battle-tested F-84 Sabre 
Jets, plus AJ-2 Savage carrier at- 
tack bombers and FJ-3 and FJ-4 
Furies. His backlog of orders is suf- 
ficient to keep North American's as- 
sembly lines busy through 1956 
Like most other big planemakers, 
North American was also deep in be- 
hind-the-scenes work 
rocket motors and 
electronics, In June, the company got 
a contract from the Atomic Energy 
Commission to work on 


development 
on guided missiles, 


the nation’s 
first sodium graphite reactor—North 
American to supply 25° of the $10 
million cost 

But the biggest atomic plum went 
to United Aircraft, when its Pratt & 
Whitney Division capped three years 
of nuclear research with an Air Force 
invitation to operate a $30 million 
nuclear-power laboratory at Hartford. 

United Aircraft, biggest U.S. engine 
maker, cut loose its Texas-based 
Chance Vought division in January, 
thereby following competitor Curtiss- 
Wright out of the airframe business. 
As a result, United's total sales 
through September fell from $580.7 
million to $489.2 million. But its re- 
maining divisions (Hamilton Stand- 
ard, Pratt & Whitney and Sikorsky) 
will nevertheless probably finish the 
year with sales of close to $690.8 mil- 
lion, the amount they rang up in 1953. 

Meanwhile, by consolidating opera- 
tions in Connecticut, Chairman Fred- 
erick B. Rentschler and President H 
Mansfield (“Jack”) Horner pared ex- 
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TURBO-COMPOUND: 
time is short 

penses, tallied a respectable 8.7%, pre- 
tax profits margin, a percentage sec- 
ond only to Grumman's and Douglas’ 
year their Pratt & Whitney 
division cut diminishing piston-engine 
still 


During the 


output further, and sharply in- 
creased production of J-57 jet engines 
such dominant mili- 

North American’s 
Skyray and Skywar- 
joeing'’s B-47 and B-52 bombers 
and its 


earmarked for 
tary pianes as 
F-100 


riot 


Douglas 


707 transport 
United also picked up some other 
fat orders Navy 


earlier 


From the came a 


contract for an smaller jet 
engine the J 


had almost 


48, on which production 
It will be used to 
The Ai: 
ordered the huge J-75 (15,000 
thrust) into production 
and Pratt & Whitney also turned out 
the first 
T-34 turboprop 


ceased 
power Grumman's Cougars 
Force 


pounds ol 


version of its 
which the Navy and 
Army Lock- 
heed's Super Constellation, Douglas’ 
YC-124B and Boeing's YC-97J Strato- 
freighter. This puts United in a 
commanding position to capitalize on 
any plunge into turboprop- 
powered commercial transports by the 
big West Coast airframe builders 
Meanwhile, United's Sikorsky divi- 
sion set new speed and altitude rec- 
ords with its $-59, the first U.S. heli- 


production 


promptly installed in 


future 


copter powered by a gas turbine 
engine 

Roy T. Hurley's Curtiss-Wright 
Corp., four years ago only a sad fifth 


among U.S. jet engine builders, last 
year was hot on the heels of mighty 
United. Hurley has placed Curtiss- 
Wright's J-65 Sapphire powerplant 
into Republic's Thunderstreaks and 
Thunderflashes, Martin's B-57 night 
intruder bomber, Lockheed’s F-104 
fighter, Douglas’ A4D Skyhawk and 
North American's FJ-3 Fury. This 


32 


CURTISS-WRIGHT’S HURLEY: 


he closed an unpleasant gap 





performance left no doubt that Cur- 
tiss-Wright’s once-faded star is again 
rising 

One thing Hurley has done to im- 
prove Curtiss-Wright’s fortune is to 
step up research. In the first half of 
1954, he spent $35 million on addi- 
tional research and development, now 
has his laboratories full of ramjet and 
rocket projects, 
twinspool jet engine (thrust rating 
9,000-10,000 pounds). Last year, Cur- 
tiss-Wright actually outran United in 
competition for commercial business 
installed its Turbo Compound in the 
latest Douglas DC-7s and Lockheed 
Super Constellations 

Thus, by mid-year, Curtiss-Wright 
boasted a military commercial 
of $800 million. But what 
made stockholders even happier, de- 
spite a two-months strike at its pro- 
peller division, Curtiss-Wright raised 
its nine-months gross from $317.9 
million to $348.3 million, with net per 
share climbing from 95c to $1.43 


engine including a 


and 
bac klog 


LABOR RELATIONS 

Sunce the outbreak of the Korean 
War, when 265,000 workers made thei 
livings in the aircraft industry, the 
planemakers’ employee rosters have 
been growing steadily longer. This 
year the total topped 800,000, lifting 
the industry ahead of the automobile 
makers as the nation’s No. One em- 
ployer. Even more illustrative of the 
industry's rapid growth, however, is 
the fact that in the past four years its 
annual payroll has jumped from $1 
billion to $3.5 billion. By year-end, 
the average aircraft worker made 
$4,413, or $726 more than the U:S.’s 
industrial average. 

Since 1950, planemakers have 
granted wage increases amounting to 
around $950 for each worker. All is 
not sweetness and light for the in- 
dustry's labor relations men. Curtiss- 
Wright, probably the least progressive 


Forbes 


Ee on tye A wa ieee ie 


dealers who protested that they were 





of all major aircraft firms in its labor 
relations, got hit with the usual strike 
when 3200 workers at its Caldwell, 
N.J., propeller plant walked out— 
and stayed out for two months. In 
California Walter Reuther’s UAW- 
CIO struck progressive North Amer- 
ican’s plants, sent 32,000 workers 
home for almost two months when the 
company resisted “incredible” de- 
mands for wage increases totaling 
some $95 million annually. But 
“Dutch” Kindelberger held his 
ground, charged that the union’s de- 
mands were “completely unrealistic, 
inflationary to a high degree and 
dangerous to the competitive position 
of the company.” The UAW finally 
accepted Kindelberger’s original offer 
of 8 to 20c in hourly increases 
amounting to $14 million a year. 

Although aircraft workers were 
drawing fatter pay envelopes than 
ever before, there were indications at 
year-end that they would continue 
to demand even more. In mid-Octo- 
ber contract negotiations began anew 
at North American, the UAW this 
time seeking an 8% wage boost and 
additional fringe benefits. At Lock- 
heed and Douglas, union leaders were 
proposing a 35-hour week with 40 
hours pay, double time on Saturdays, 
12 days of sick leave instead of the 
current six, eight paid holidays, plus 
numerous other fringe benefits. 

What aircraft firms are learning 
from the high cost of labor peace they 
need to meet defense deadlines, is 
that what amounts to good labor re- 
lations in other industries is not good 
enough in theirs. They are paying 
heavily for a history of ups and downs 
during which employment rose to 
high peaks followed by massive lay- 
offs. This gave employees a sense of 
neither individual recognition nor job 
security, a psychological hangover 
that will take more than standard 
efforts to lay to rest. Workers have 
learned, at personal pain, that plane- 
making has been a fairweather busi- 
ness. Thus the prudent employee is 
judged by his fellows as he who gets 
his while the getting is good. 


COMMUNITY & 
PUBLIC RELATIONS 


In a Navy survey made last year, 
decibel-documenting researchers lik- 
ened the scream of 26 jet planes 
warming up to that made by 1,000 
symphony orchestras playing simul- 
taneously. To tone-deaf Navy men 
the analogy may have seemed apt. 
But the ear-splitting roar of jet en- 
gines is hardly music in the ears of 
residents in aircraft towns from Con- 
necticut to California, where noise 
nuisance gives planemakers their big- 
gest community headaches. 
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It has also given many planemakers 
a chance to demonstrate their indus- 
trial good citizenship. At East Hart- 
ford, for example, United has already 
spent a cool $3 million to muffle the 
neighborhood racket of jet testing, 
has called in outside experts for help. 

Meanwhile, planebuilders were 
working on one level at a time. On 
Long Island, Republic slapped a 10:30 
p.m. curfew on its jet engine opera- 
tions to please the sleepless citizenry, 
and also revised its flight patterns in 
an effort to further reduce noise in the 
area. North American did the same 
in Los Angeles. In Seattle, Boeing 
also curfewed jet engine run-ups be- 
tween 7:30 p.m. and 6:30 a.m. “at 
considerable sacrifice of efficient op- 
eration,” and also cut engine opera- 
tion during daylight hours by 30% to 
40%. To keep the peace, Boeing also 
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BOEING SUPERVISORS’ CLASS: 
‘ fat paychecks are not enough 


eliminated its water injection tests 
at Seattle Field, moved this activity 
to a remote test center east of town 
In Baltimore, Martin, which will 
begin water injection tests next year, 
began a public education campaign 
through a series of TV movies, while 
North American distributed brochures 
describing the sonic boom to Los 
Angeles school children. (Item: One 
afternoon last year, an Air Force gen- 
eral slammed one of North Ameri- 
can’s power-packed F-100s through 
the sound barrier over Ohio, snarled 
traffic in Dayton, set off fire alarms in 
a local hospital, and whipped up more 
excitement than the 1913 flood.) 
Despite these unavoidable prob- 
lems, however, most aircraft firms 
enjoy relatively cordial relations with 
the local populace. Douglas, Boeing, 
North American and Lockheed help 
keep the situation happy by conduct- 
ing plant tours for civic and educa- 
tional groups and by dispatching their 
executives far and wide on speaking 
engagements. Last year top North 
American brass raised money for Los 
Angeles’ drive against air pollution, 
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have also pitched in to help county 
officials unsnarl their auto traffic 
problems. Lockheed donated leader- 
ship and financial support to the Bur- 
bank Crime Prevention Committee, 
and United donated a $125,000 Thera- 
tron machine to Hartford Hospital. 


STOCKHOLDER RELATIONS 


Amonc hardbitten Wall Streeters 
there runs an old saying: “Stock- 
holders pin their hearts to their wal- 
lets.” If true, then 1954 was a year of 
romance. Flushed with earnings since 
the repeal of EPT, several planemak- 
ers were quick to recall that stock- 
holder relations are best cemented 
with cash, promptly upped dividends. 

Douglas led the popularity parade, 
split its common 2-for-1 and mailed 
four cash extras. Not far behind were 
Boeing and Bell, who also handed out 
100% stock dividends. Most of the 
others came through with a scram- 
bled assortment of higher quarterly 
payments, extras and stock bonuses 
Even lowly Martin, long the pariah of 
aircraft investors, became respectable 
again with its first payout to 
stockholders in seven years 

With techniques, a 
growing group of aircraft firms began 
to show increased awareness of their 
owners’ Many of them 
matched their purse-appeal with slick 
eye-appealing annual reports packed 
with fiscal data, graphs, comparisons, 


once 


less tangible 


existence 


and even the salaries paid out to its 
officers Lockheed, Fairchild, 


Dynamics Grumman 


Gen- 


eral and con- 


siderately sheets 


statements for the 


compared balance 


and income past 
ten years 

The annuals of the Pacific Coast's 
big airframebuilders, Boeing, Doug- 
las, Lockheed North American, 
were among the industry's best. Boe- 
ing’s well-charted year- 
book discussions of low 
profit margins and Government con- 
tract-letting North Ameri- 
can's was highlighted by an exception- 
ally fine year-to-year history of the 
development and production of its 
Sebre Jet fighter. Lockheed’s was the 
best-balanced of all, while Douglas 
had merely to unfold page after page 
on the achievements of its dozen or so 


and 


handsome, 


contained 


policies 


plane models to convince its share- 
holders of its stability. 

United produced a two-part annual 

a crisp financial report and a fine, 
professional pictorial magazine. Mar- 
tin’s undramatic annual did not even 
with the 
previous year’s. Curtiss-Wright’s an- 


compare its balance sheet 
nual was handsome in layout, meager 
in detail, while Grumman's pocket- 
sized entry was sophomoric in parts. 
Chairman Grumman's letter to stock- 
holders chilly uninspired. 


was and 











CIGARETS 


For a while, last year, it looked bad 


for the men who knew tobacco best 
P, Lorillard notwithstanding, it seemed 
as though U.S. smokers had begun 
to heed the medicine men, not to- 
bacco men, had forsaken the treat for 
the treatment. Who could blame the 
smokers? Not since King James |! 
issued his Counterblaste Againt To- 
bacco in 1604 had so much been whis- 
pered and written about the evils of 
tobacco 

The great abstention, which gath- 
ered momentum in 1953, hit its climax 
in January, when  cigaret sales 
slumped 11% below January, 1953 
True, only part of that was due to 
the cancer scare: sales in both Jan- 
uary and February of 1953 had been 
unseasonably good, thanks mainly to 
a general hoarding and stocking up 
of favorite brands in anticipation of 
a price boost following the removal 
of OPS price controls. Even so, what 
alarmed the tobacco men was that 
January's figures were still 5% below 
those in January, 1952. It was enough 
to shock the industry to the conclu- 
sion that the scare that began with 
the Reader's Digest’s “Cancer By the 
Carton” article in 1950 had finally 
begun to take its toll of customers 

On the theory that where there 
was smoke there might be an inex- 
tinguishable flame, a number of smok- 
ers began cutting down, some to the 
limit (5-6 daily) that certain lab re- 
ports said was safe. A few self- 
disciplined stalwarts quit the habit 
entirely. But the man 
off was generally regarded with a 
blend of admiration and awe, like 
someone who had suddenly announced 


who swore 


he was up Others 
TV comic, read so 
much about cigarets and cancer that 


they decided to give up reading 


giving 
cording to 


sin ac- 


one 


There is still no conclusive proof 
that cigarets in themselves cause any 
disease. Real or imagined, however, 
the cancer scare had a telling effect 
the Most obvious was 
the switch to the “cigaret of tomor- 
row,” the filtered smoke. In the first 
half of 1954, sales of standard cigarets 
dropped 15: but kings gained 5% 
and filters zoomed ahead a rousing 
198%, (A growing number of kings 
were even crowned with filters.) By 
years end, filters had 10% of the 
market, 29%, regulars 61° 
From Gruber, vice-president 
and director of P. Lorillard, 
which recently added a filtered king- 
sized Old Gold, came the prediction 
that within two years filters will con- 
trol 40°) of 


on industry 


kings 
Lewis 


sales 


the smoke market 


The manufacturers had seen to it 
that the harried, perplexed smoker 
had plenty to choose from Begin- 


ning in January, 1953, and continuing 
right up to Old Gold's filtered kings, 
they the 


fewer 15 major 


swamped market with no 


than 


new brands or 


sizes, a glut heatedly criticized by 


dealers who protested that they were 
running out of sheif space. Among 
the 20 brands selling more than a 
billion cigarets a year (there were 
only ten such brands in 1949) were 
such new filtered kings as Brown & 
Williamson’s Viceroy (which, until 
March, had virtually the entire filter- 
king market to itself), R. J. Reynolds’ 
Winston (named for Winston-Salem, 
not Winston Churchill), Philip Mor- 
ris’ Marlboro, American Tobacco’s 
Herbert Tareyton, Liggett & Myers’ 
L&M, Lorillard’s Kent. 

Pricing was another problem plagu- 
ing both cigaret smoker and manu- 
facturer in 1954. A king-sized cig- 
aret takes 17% more tobacco, while 
the cost of making a filter varies with 
the filtering agent used (e.g., “purified 
cellulose,” “activated charcoal,” crepe 


paper, cotton, asbestos fibre). As a 
result, there were five different 
wholesale price levels for filter 


smokes and a wide range of prices for 
kings. Then there was the problem 
of how to price the “two-way” cig- 
arets, those brought out in both reg- 
ular and king size, including Chester- 
field and Philip Morris. Most man- 
ufacturers eventually chose to throw 
in free the 17% tobacco bonus in 
kings, priced them the same as reg- 
ular smokes. 

Liggett & Myers, for example, 
learned a pricing lesson the hard way. 
Introducing its L&M filtered kings, it 
gave them a premium-price at first, 
then feverishly cut the price after the 
cigaret had been on the market only 
a matter of weeks. The company 
credited the price cut to L&M’s sen- 
sational sales, neglected to mention 
that a price reduction was mandatory 
if L&M expected to buck rivals Vice- 
roy and Winston, which were tabbed 
at a more popular price. 

The amazing growth of the mass 
outlet was also felt in cigaret sales, 
which grew into the supermarket’s 
largest-selling packaged product, ac- 
counting for more than 7c out of every 
dollar spent in the average chain's 
grocery department—more, in fact, 
than was spent on bread, coffee or 
Moreover, carton sales climbed 
to an all-time high, with roughly 50% 
of all cigarets sold going by the car- 
ton. So wild was the rush for filtered 
smokes, in fact, that turnover-con- 
scious supermarkets, usually wary of 


soap 





American (8$801.1)° 95 
R. J. Reynolds (598.6) 90 
Liggett & Myers (497.2) 85 
Philip Morris (255.1)? 90 
P. Lorillard (174.0) 85 


*In parentheses 


Assets (in millions) as of December 31, 1953 


Public & 

Laber Community Stockholder 
Relations Relations Relations 
85 90 85 
80 95 85 
85 80 80 
90 95 90 
85 80 80 


+ March 31, 1954 
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new brands, took them in anyway. 

By May, the great tobacco rebel- 
lion of 1954 showed signs of subsid- 
ing. June sales actually jumped 5% 
over the year-before figure and 1% 
above June, 1952. Then, in July, 
cancer-worriers—not to mention cig- 
aret manufacturers—were handed 
their biggest jolt yet in the Ham- 
mond-Horn report, a white paper on 
the black dangers of smoking. The 
upshot was that July cigaret, cigar 
and pipe tobacco sales dipped be!ow 
those in the same period of 1953. 
August told a different story: ciga- 
rets continued to fall off, but cigars 
and pipe tobacco scored encouraging 
gains. 

From midyear on, it was clear that, 
although tobacco production and con- 
sumption would not break any records 
in 1954, at least the worst of what cig- 
aret men disparagingly called “spook 
talk” had run its course. The cigaret 
imakers had self-consciously set up 
(and contributed handsomely to) 
their own research group. Many 
smokers had apparently convinced 
themselves that in filters they had 
found a safe escape from the overly 
publicized, unproved perils of smok- 
ing “coffin nails.” By the year’s end, 
U.S. smokers were puffing away at a 
rate roughly only 1% to 4% below 
1953, when 387 billion cigarets were 
sold (vs. 360 billion in 1950, 180 bil- 
lion in 1940). 

“If nothing happens,” as one to- 
bacco man put it, “the industry ex- 
pects to see an increase in consump- 
tion next year of 1%.” If so it would 
be a smaller increase than the 3°; to 
4% once rosily predicted by the ex- 
perts, but a lot more encouraging than 
early 1954 seemed to indicate. 

Even so, tobacco stocks, hard hit 
by the scare, do not reflect the nu-n- 
ufacturers’ sober confidence. On the 
Merrill Lynch index of 540 stocks, 
cigarets dropped 26°, from their 1945 
highs, while the average for the rest 
climbed 66%. The cigaret shares 
have also taken it on the chin from 
investment trusts, eight of which cast 
a no-confidence vote this year by 
dropping all tobacco shares in their 
portfolios, while a ninth jettisoned a 
huge chunk of its “onetime favorite” 
Reynolds Class B common. Six trusts 
kissed American Tobacco goodby, 
five tossed away Philip Morris and 
four others unloaded Liggett & My- 
ers. Lorillard was a little luckier; 
four portfolios got rid of it, but three 
others took it on. 

Actually, the individual cigaret com- 
panies were in good health (see be- 
low) and their market shares perhaps 
deserved something better. More- 
over, with the U.S. population bur- 
geoning, the tobacco men look to an 
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increase of 125 million potential 
smokers by 1960, 10-12 million more 
than today, expect to convert half 
of them to the “ease, relaxation and 
social communion” that, to hear the 


manufacturers tell it, comes with 
smoking. 

VW ANAGEMENT 

Puitie Morris, fourth-largest U.S 


cigaretmaker, with 9° of the cigaret 
market to itself, once got an inad- 
vertent tribute from Texaco-spon- 
sored TV comic Milton Berle. On 
one of his early shows, when a but- 
terfingered stagehand kicked 


over 


some glassware backstage in the mid- 
dle of Uncle Miltie’s act, the redoubt- 
nimbly 


able “Mr. Television” ex- 
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plained: “That was Johnny, stepping 
out of thousands of store windows.” 
The apt ad lib understandably broke 
up the people, for Philip Morris’ 
vibra-voiced bellboy is perhaps U.S 
industry's best-known living trade- 
mark. 

In 1954, however, changing tastes 
in cigarets and health worries about 
them brought on an entirely new ad- 
vertising tack. Liggett & Myers’ 
Chesterfield no longer campaigned on 
the unoffending ground that “They 
satisfy,” switched to the theme that 
Chesterfields are “Best for you.” 
Even its L&M filters were frankly 
billed as “Just what the doctor or- 
dered.” Lorillard’s Old Gold, once 
simply “The treasure of them all,” 
became “A treat that smokers can 
trust,” and Reynolds’ Camels no 
longer asked anyone to walk a mile 
for one, stressed instead “pure pleas- 
ure,” with pure a new and important 
word in the copy. Similarly, Ameri- 
can's Lucky Strike (“It’s toasted’) 


was toasted with “activated char- 









coal to emerge “cleaner, fresher, 

As for Philip Morris, it 
instructed smokers in the art 
of growing vintage tobacco (“Just 
the right amount of sun and just the 
right amount of rain ary 


smoother.” 
subtly 


Assuring smokers that their prod- 
ucts were harmless was the toughest 
job the cigaretmakers faced in ‘54 
It was a paradox, too. On the one 
hand, they insisted that cigarets were 
safe—not a cough in a carload. Philip 
Morris’ President Oliver Parker Mc- 
Comas had told a Forses editor: “If 
we really believed that cigarets cause 
cancer, we would stop making them.” 
Yet, with the other hand, they turned 
out new smokes with filters especially 


installed to weed out the admittedly 
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undesirable tars, resins and nicotine 

American Tobacco, the goliath of 
the industry the second-rank- 
cigaret (Luckies) 
and the first- and third-seeded kings 
(Pall Mall, Herbert Tareyton) made 
its sole concession to the faddists by 
fixing up its Tareyton with a “selec 
tive” filter. But in line with Ameri- 
can's long-standing, hands-off policy 
staunchly pursued by President Paul 
Hahn Luckies 
neither stretched nor 

with Philip 
a regular fuss-budget. In 


with 
ing regular-sized 


were unmolested, 
strained 
Compared 


Mor ris Wa 


a year it confessed was 


American, 


‘confused and 
vacillating,” the company: 1) bought 
up famed Benson & Hedges lock, stock 
& Parliaments; 2) elongated Parlia 
ment to king-size, as well as the 
size; 3) Marlboro a 
cork- 
filter; 4) scooped 
market with its “snap- 
pack for both Philip Morris 
regular and the two-year-old kings 

With its own 17% of the market to 


regula made 


king and crowned it with a 


tipped “selectrate” 
the cigaret 


open 








protect, Liggett & Myers kinged 
premium L&M, then slashed its price 
16% to meet competition. It also 


generously advertised its “two-way” 
Chesterfield, the U.5.’s third most 
popular cigaret and the No. 1 big- 
city seller. Meanwhile, the king- 
sized version of Chesterfield, intro- 
duced in June, 1952, sat just be- 
hind American's long-established Pall 
Mall as the second most-smoked king- 
sized cylinder 

P. Lorillard did its competitors one 
better by bringing out the first three- 
way cigaret: Old Gold regulars, kings 
and filter kings. Cashing in on its 
micronite-filtered, premium-priced 
(3le a pack in New York City) Kent, 
which racked up a rousing 500°, sales 
gain in 1953, biggest of the year, Lor- 
illard provided them in an 85mm. 
length as well as the regular 70mm. 
version 

R. J. Reynolds, which produces 
fewer cigarets (111 billion in 1953 vs. 
137.3 billion), than American, the No 
1 producer, but which nevertheless 
boasts the industry's best-selling 
Camel, took a giant step toward bet- 
tering its competitive position. On 
the basis that the market share that 
regular cigarets command had fallen 
from 87% in 1951 to 72% last year 
and an indicated 61° in 1954, while 
kings and filters more than doubled, 
Reynolds concluded that its Camel 
should have a worthy stablemate 
Result: filtered Winston, which bowed 
in March in New England and re- 
portedly “confounded” Reynolds with 
its “phenomenal” sales Because 
Reynolds did not have sufficient Win- 
ston-making machines to meet the 
demand at first, it put Winston oper- 
ations on a three-shift-a-day, six- 
day-a-week production schedule 

Yet for all the bad press, the cigaret 
makers are coming through 1954 in 
surprisingly good shape. Primarily, 
they can thank the addition of higher 
prices and the removal of EPT. At 
the six-months mark, for example, 
American's sales were down 2%, its 
net up 12%; Lorillard’s sales had 
slipped 3%, but its profits had also 
improved 12%. Reynolds was a par- 
ticularly curious case. In the June 
quarter, its pretax earnings fell off 
6%, partly due to a sales decline and 
partly because of the initial high costs 
of kicking off its new Winston. But 
because of a break on tax accruals, 
Reynolds was able to turn in a quar- 
terly profit of $1.09 a share, its best 
second quarter on record 

Liggett & Myers, on the other hand, 
waxed rather poorly, with a second- 
quarter net of $1.20 a share compared 
with $1.37 last year. So, too, with 
Philip Morris, which, from a competi- 
tive point of view, made sizable gains 
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in the industry from 1947 to 1950, and 
lost half the 
Even with the snap- 
open pack gimmick and its newly-ac- 


since then has about 


gains it made 


quired Parliaments, Philip Morris’ 
second-quarter sales ran 3% behind 
the 1953 period, its pretax earnings 
almost 20°, below the year before 


At this rate, the cigaret makers ex- 
pected to close out 1954 with smalle1 
but bigger earnings Ameri- 
which completed nine months 
with a $14.1 million sales dip (down to 
$801.7 million) but a $1.7 million 
boost in net profits ($4.51 a share vs 
1953's’ $4.28), will pay out $4.40 a 
share in dividends (up 40c over 1953) 
Lorillard, with sales of 
$175 million, as against $188 million 
in 1953, but with net profits of $5 mil- 
lion (vs. $4.7 million), reportedly will 
hand out dividends of at least $1.60 
Reynolds turned in a healthy nine- 
month net profit of $34.5 million ($3.22 
a share), as compared with $25.7 
million ($2.35 a share) in 1953, thus 
should 
2.40 

Philip Morris and Liggett & Myers 
should do equally well by their share- 
holders 


sales 


can 


nine-month 


easily deliver dividends of 


Philip Morris, enjoying a 
year in activity, will easily 
meet its annual $3 payment, and it is 
a good bet that Liggett & Myers, hav- 
ing mailed out its generous $5 pay- 
out ($4 plus a $1 bonus) to stockhold- 
ers every year since 1948, will try to 


vintage 
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a concession to the faddists 


keep the string going, despite nar- 
rowing profit margins and a substan- 
tial increase in sinking fund require- 
ments scheduled for 1956. 

Like a leaf of ungraded Burley, the 
management of cigaret companies 
comes in various grades of quality and 
appeal. Liggett & Myers’ scholarly 
Ben Few, who knows as much about 
the ABCs of tobaccoing as any man 


around, also knows how to keep 
38,000 shareholders happy. Among 
Few's accomplishments: the fattest 


dividend in the business and a yield, 
currently running at 8.2°, that is also 
tops in the trade Interestingly 
enough, Reynolds, with Camel Driver 
E. A. Darr in the saddle, treats its 
investors rather moderately, with a 
payout of roughly 6.5%. But steady, 
dependable Reynolds is a cautious 
cost-cutter, owns the industry’s most 
respectable profit margin, 12.7%. 

P. Lorillard’s guiding genius is H 
A. (“Bert”) Kent, who has one of 
the business’ best-known and re- 
spected names, a handle so well 
thought of, in fact, that 194-year-old 
Lorillard has used it on its promising 
new filter brand. In living up to 
Pierre, Peter & George Lorillard’s 


good names as well as his own, Bert 
Kent keeps in mind that as early as 
1789 Lorillard was advertising: “To- 
bacco and snuff will be sold reasona- 
ble, and warranted as good as any 
on the continent. If not found to prove 





a stablemate for the Camel 
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good, any part of it may be returned, 
if not damaged. Proper allowance 
will be made to those that purchase a 
quantity.” Kent thus runs Lorillard 
with a cold eye to tomorrow’s stand- 
ings rather than to today’s savings 
Lorillard’s profit margin may trail the 
pack, but its growth in recent years 
has been the industry’s most. dra- 
matic. 

American, the kingpin and keystone 
of the trade, is shrewdly guided by 
Paul Hahn, a post-graduate of the 
George Washington Hill school of 
cigaretmaking. A kingmaker (he first 
popularized Pall Mall length) and an 
artful adman (“Be happy, go Lucky”), 
Hahn is actually a conservative when 
it comes to new departures; he dog- 
gedly refused to plunge into the filter 
fad until he was convinced that Am- 
erican had just the filter it was look- 
ing for (for use on Tareytons). Steer- 
ing a middle course in profit margins 
and dividend payout (neither the 
best nor the worst in the industry), 
Reynolds, like American and _ its 
Luckies, has jealously kept its main- 
stay Camel from being kinged or 
filtered. 

Busy, far-flung Philip Morris, com- 
manded by old cigaret veteran Alfred 
Emanuel Lyon, has only recently 
changed its master strategy. Lyon, 
who once ruled out any idea of king- 
ing Philip Morris, has since changed 
his mind and set Philip Morris on a 
diversified course. This year the com- 
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a present for the shareholder 


pany opened a brand new subsidiary 
down under in Philip Morris (Aus- 
tralia) Ltd., built a handsome new 
plant and threw open stock in the 
new company to Anzac investors 

In 1954, Philip Morris, which oper- 
ates on a respectable margin and a 
generous dividend policy, set the pace 
in production, It came up with the 
snap-open pack, moved Parliament 
into bright new quarters and installed 
modern facilities for removing stems 
from green leaf tobacco almost at the 
point of purchase, a process that saves 
handling the leaf twice and cuts down 
on storage costs by eliminating the 
need for keeping stems, dirt and dust 
around for 2-3 years. 

Also busily building were Reynolds 
which opened a new cost-saving leaf 
processing plant, and American 
which completed a new factory for 
turning out famed old Bull Durham 
tobacco, thereby providing extra fa- 
cilities for regular cigaret production 

Few industries can hold a match to 
the cigaret firms when it 
smart advertising of their products 
Some of the shrewdest talent buyers 
on Madison Avenue are charged with 
selecting just the right media and, on 
TV in particular, just the right pro- 
grams to sell the 


comes to 


most cigarets 


LABOR RELATIONS 

For one of the important in- 
dustries in the U.S., tobacco workers 
are far from the But 


most 


best 


paid 


a share for the Anzacs 





compared with 


workers 


and auto 
they are the most content 
The industry's leading union, the To- 
Workers International, admits 
that four of the firms enjoy at least 
“good” relations with their employees 


The fifth 


steel, coal 
bacco 


Reynolds, is unorganized, 


an omission that is a source of irri- 
tation to many an ardent trade un- 
ionist, but a tribute to worker con- 


fidence in a fair shake from manage- 
ment 
Yet non-unionized 


Reynolds, with 


11,800 regular employees, is as gen 
erous with fringe benefits as any 
Among them: hospital, retirement 


life and disability insurance plans 
paid vacation plans, even jury duty 
plans. In 1950, Reynolds’ Winston- 
Salem workers voted no union and 
so it has remained More than 
half of Reynolds’ workers are veter 


ans of ten years’ service or more, and 
there has not been a strike-fomented 
loss of man-hours in 


Reynolds 


and periodic 


years 
workers get a complete 
thei: 


receive Christmas 


rundown on how 


company is doing 
cards and reminders about company- 
sponsored radio-TV programs, are in- 
structed in round-table 
Also available to Rey 


employees are 


safety (in 
groups of 15) 
nolds company-run 
business courses and the services of “a 
‘Pastor-Counselor.”’ 

19,000 employees 
10-year 
some 10 25-year vets) as well as 


the 3,854 at Philip Morris (1,516 of 


them 10-year men) similarly are pro- 


American's 


(half 


of whom are and 


veterans 


vided with insurance plans covering 
health 
Neither lost any 
both 
with annual reports 


accident, retirement and death 
time due to strikes 
their employees 
A point of pride 
that it 


report for its 


and provide 


to American is prepares no 


“simplified workers, 
instead produces an annual report 
understood by both stockhold 
ers and employees 

Philip Morris, the first company in 


the tobacco field to 


benefits to seasonal employees, this 


j 
CaSlly 


extend security 


year even dispatched company dele 
gat to the Union Industries Show 
(AFL) in Los Angeles, indicating 
sa\ PM the company’s interest in 
Philip Mor 


0 produces the best 


its employees’ unions 


ri al house ol 


gan in the industry, a polished, pro 
fessional -looking publication appro 
priately called 7 he Call 

PUBLIC & COMMUNITY 
RELATIONS 

U.S. cigaretmakers have not alway‘ 


enjoyed the best of relations with the 
thei 
is the industry it 


smoking publi Attacks on 


product are as old 


self. At one time 14 states prohibited 


the sale of cigaret In pre-World 








War I Kansas, a traveling stock com- 
pany portrayed Carmen as a milk- 
maid instead of Bizet’s cigaret fac- 
tory worker, and Lucy Page Gaston, 
a militant feminist, ran for president 
in 1920 on an anti-tobacco platform. 
In 1954, however, cigaret men were 
up against more than crackpot crit- 
icism., It set up, at considerable cost, 
the Tobacco Industry Research Com- 
mittee, hired top research scientists 
and then gave them a free hand to get 
to the bottom of the cancer charges 
Only Liggett & Myers refused to join 
the crusade. In October, the re- 
searchers were handed a new charge 
to disprove when a research chemist 
at the Cancer Institute at Miami re- 
ported that a compound that causes 
cancer in mice—benzpyrene—had 
been discovered in smoke from ciga- 
ret paper. Curiously enough, Thomas 
Edison, a dedicated cigar smoker and 
tobacco chewer, had once assured his 
friend Henry Ford that “the injurious 
agent in cigarettes comes principally 
from the burning paper wrapper.” 
Quick to pounce on the charges, the 
industry's research committee pointed 
out that the methods used did not re- 
semble conditions under which ciga- 
smoked and that the 
compound can be isolated in 
other everyday materials 


rets are same 


many 


Into the health hassle also came the 
Federal Trade Commission, which 
called on the cigaretmakers to stop 
using such terms as non-irritating, 
‘soothing or harmless in their ads, or 
anything that implies medical ap- 
Reynolds’ President Carr took 
the lead in protesting that his com- 
pany had long since given up such 
objectionable phrases or intimations, 
and that as far as its Winston was 
concerned, all its advertising said, in 


proval 


effect, was: “If you want a filter, 
here's one.” One tobacco executive 
snapped: “Before I put my head in 


the lion's mouth, I want to take a good 
close look at his teeth.” But, like Rey- 
nolds’ Darr, the manufacturers were 
pretty much agreed that they ought 
to cooperate with the FTC in elimi- 
nating any possibly misleading ad 
claims 

On the local level, the cigaret in- 
dustry generally rates high with the 
communities in which they operate 
As Philip Morris likes to put it: 
“Since ours is a consumer product, 
community relations can be translat- 
ed into direct sales. This is most 
definitely an asset.” In translating 
assets into sales, Philip Morris tries 
to play the part of a “leading citi- 
zen” in both of its plant communities 
(Richmond, Va.; Louisville, Ky.). It 
contributes time, money and talent to 
the Richmond Tobacco Festival, this 
year had “Johnny” present three 


traveling libraries to Kentucky's Gov- 
ernor Wetherby at the State Fair in 
Louisville, feted 900 Louisville Com- 
munity Chest Fund workers at a spe- 
cial luncheon. Its TV stars, Desi & 
Lucy, were named National Chairmen 
of the Heart Fund Volunteers, while 
President O. Parker McComas, al- 
ready on the board of Keep America 
Beautiful, Inc., and chairman of the 
Common Cold Foundation, was pre- 


sented with the title “Statesman In 
Industry at the National Urban 


League convention 

American, with plants in such to- 
bacco towns as Louisville, Richmond, 
Durham and Reidsville, N. C., also 
thinks seriously about its community 


responsibilities. It, too, makes do- 


nations and contributes bookmobiles 
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a cold eye on tomorrow 
(five in Kentucky this year). But 
American takes its PR to the 
hustings, advises flue-cured and bur- 


also 


ley leaf tobacco farmers on more ef- 
At home, it 
that 
relations 


ficient growing methods 


is American's “contention suc- 


cessful begin 
with satisfied, well paid, fairly treated 
employees Soon to be released 
American's own story, “Sold, Ameri- 
can 


community 


Liggett & Myers has never forgot- 
ten the vets of World War II and 
Korea, sponsors and equips a baseball 
team which about the East 
playing teams from military posts 
On its New York Giants baseball 
broadcasts, it regularly sends thou- 
sands of Chesterfields to selected mili- 
tary hospitals for 
double play, etc., and a special bonus 
in Chesterfields whenever a ball 
strikes any of the huge Chesterfield 
packs atop Manhattan’s Polo Grounds. 

R. J. Reynolds is one company that 
believes strongly in grass roots. Every 
convention visitor to Winston-Salem 
receives a greeting from RJ.R., and 
so does every new family that moves 
to town 


travels 


every home run, 
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Rivals were quick to point out that 
RE ER hips. “RG 


traditionally 


444i, -_ 


low. One reason is Dow's 
wy Y on _ 5 at 


Like its rivals, Reynolds encourages 
plant visits, has done so for the past 
37 years. One human relations touch: 
when a blind person is conducted on 
a tour, any machine he is interested 
in is stopped so the sightless visitor 
may feel its parts. 


STOCKHOLDER RELATIONS 
Jupoinc by the number of people who 
show up at their stockholder meet- 
ings, cigaret manufacturers have sat- 
isfied stockholders. Of some 80,000 
American stockholders, only 200 came 
to Flemington, N.J., to find out first- 
hand how their company did in 1953. 
Only 50 out of 4,365 showed up at 
Philip Morris’ meeting in Richmond. 
Reynolds, however, counted holders 
of 83 1/3% of its voting shares present 
at its caucus in New Jersey. 

At American, directors and officers 
hold a meager 28/100ths of 1% of the 
firm's 6,512,310 shares of common and 
no attempt is made to convert em- 
ployees into investors. Similarly, 
Reynolds brass owns only 1% of the 
voting stock, but unlike American, 
Reynolds has at least tried ever since 
1912 to interest its workers in a 
profit-sharing stock plan. A scant 
1,900 of its 11,800 workers, however, 
own any Reynolds shares. Result: 
the company is putting the plan out 
to pasture, plans to eliminate it by 
1958. For workers interested in Rey- 
nolds Class B common, the firm will 
arrange payroll deductions. At Philip 
Morris, some 11% of the outstanding 
stock is owned by corporate execu- 
tives and directors. 

And, although the cigaret company 
with the fewest investors, Philip 
Morris turns out the handsomest re- 
port, this year dressed up its cover 
with a Mercator projection map of the 
world, circa 1659. Inside, Morris’ re- 
port was as modern as its jacket was 
antique. American’s was as terse as 
a tobacco auction, while Reynolds’ 
the most colorful and 
Lorillard gave as much 
space to its face as to its figures, high- 
lighted a three-page centerspread 
bleed drawing showing an artist's 
conception of the new plant at Greens- 
boro, N. C. 

In 1954, with cigaret stocks taking 
a beating, the best the companies 
could do was to assure their investors 
that the industry was in good hands, 
cool and confident. Said Lorillard 
vice-president Lewis Gruber: “In a 
company that dates back almost 200 
years, as mine does, one learns to 
take a certain historical perspective 
on things. And so I can say that 
every problem the industry faces to- 
day has already been met and over- 
come before—albeit in somewhat dif- 
ferent form.” 


charts were 
readable 
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Public & 


Laber Community Stockholder 
Management Relations Relations Relations 

du Pont ($2,567.4) 90 90 95 90 
Union Carbide (1190.6) 95 90 as 85 
Allied (702.6) 90 90 90 85 
Dow (704.8) 95 90 90 90 
Olin-Mathieson (8570.0) 95 90 90 90 
Eastman Kodak (487.9) 90 95 90 95 
American Cyanamid (443.2) 90 90 85 85 
Monsanto (362.0) 90 90 90 90 
W. R. Grace (324.1) 90 — _: 85 
Food Machinery & Chemical (222.7) 85 85 85 90 
Minnesota Mining & Mfg. (174.9) 95 85 80 90 
Koppers (157.7) 80 85 90 85 
General Aniline (150.8) -— 85 85 85 
Air Reduction (135.1) 85 90 90 90 
Hercules Powder (131.3) 85 90 85 80 
International Minerals & 

Chem. (116.6) 80 80 90 30 
Texas Gulf Sulphur (97.1) 90 90 85 60 
Rohm & Haas (84.7) 95 85 8&5 75 





CHEMICALS 


Du Pont’s speech-making President 
Crawford H. Greenewalt took time out 
early this year to give economic Cas- 
sandras a playful poke in the ribs 
Said he: “Like the man who calls 
heads every time a coin is flipped, 
sooner or later they will be right 


for the nine months. Mighty du Pont’s 
gross fell off 7.4%. But what chemical 
men seemed to be worrying about 
more than any such minor setbacks 
was the growing invasion of the field 
by “outside” capital. The list of “in- 
vaders” was 


as impressive as it was 





triumvirate, which, if sensational ex- 
pansion is any 


criterion, is top man- 
agement team of the year. In August, 
Nichols won stock- 
holders’ consent to merge his Mathie- 
son Chemical Company with John M 
Olin’s Olin 
brought to the combine 
the 


ambitious Tom 


(which 
among other 
brain of 


Industries, Inc 


assets, shrewd financial 


It may even be that they will be right diverse, including National Distillers, onetime undersecretary of the US 
in 1954.” Deere & Company, Electric Bond & Treasury John W. Hanes). In thus 

Greenewalt’s remark could not have Share. In addition, a number of oil joining forces to form $570 million 
been better timed. This past year was companies, not to mention just as  Olin-Mathieson Chemical Corp., Nich- 
actually a year of mild recession with many of the big rubber-makers, al- ols and Olin, 1) pushed Dow, it- 
industrial production off 9% during ready had won sc!id footholds in the self a fast-stepper, out of chemicals’ 
most of the period. But so far as the chemical field number four sales spot, and 2) estab- 
chemical industry as a whole was This growing influx of non-chemical lished itself as one of the most diver- 


concerned, it was hardly more than a 
squiggle of the upward curve. Indus- 
try sales were, in fact, down less than 
one per cent in the first nine months 
If it proved anything, it proved the 


capital, of course, stirred memories of 
the overproduction that swamped the 
rayon industry, and some of the phar- 
maceutical markets. Lending force to 
these misgivings, there were growing 


sified the 

The new company will be dependent 
on no single Some 31% of 
output will be in industrial and agri- 
cultural 20% 


giants in industry 
industry 


hemicals, in pharma- 


chemical industry’s ability to coast signs that agricultural chemicals, tem-  ceuticals, 22% in arms and explosives, 
nicely over all but the worst bumps in  porarily at least, were heading into 15% in metal fabricating, 10% in 
the business cycle. Rohm & Haas, for oversupply paper and forest products. What is 
one, seemed never to have heard that But these were only potential trou- more, some divisions can use products 
there had been a downturn. The $85 bles, which is not the same thing as a made by others, thus achieving a 
million (assets) Philadelphia plastics, real dollars-and-cents headache. The high degree of integration. Some 
resins and general chemical-maker best pointer to the considered mood Mathieson caustic soda, for example, 
boosted its sales a solid 8%, pretax of the chemical-makers came from will end up as Olin cellophane, while 


profits 25%, 
months. 

By September, Federal Reserve fig- 
ures showed, chemical output was 49”; 


in the year’s first nine 


their hard-headed budget committees 
Hardly pausing from their staggering 
$10 billion postwar expansion effort, 
and notwithstanding the fact that 


Mathieson ammonia can be converted 
into Olin explosives 

But Nichols Olin had 
than integration in mind when they 


and more 


higher than it had been five years much of the industry was operating merged, and in its first five months’ 
before. Production of industry as a at only an estimated 75% of capacity existence, the company kept the fi- 
whole, meanwhile, was up just 26%. the chemical producers spent $1.2 bil- nancial reporters busy finding out 
In short, chemicals seemed to be grow- lion for new plants in the year from what it was. The news broke fast 


ing twice as fast as all U.S. industry 
Such growth statistics, by now so 
commonplace as to be hardly worthy 
of note, go a long way, however, to ex- 
plain why investors calmly pay 20, 25 
and even 30 times earnings for leading 
chemical stocks. 

Not that chemicals were without 
their weak spots last year. Big Union 
Carbide sustained a 15%, drop in sales 
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rPame um uith a canmecumer cgande ctart< 


November to November. Then, with 
new chemicals continuously popping 
up, and new uses being found for older 
ones, the industry charted plans for 
still another billion-dollar expansion 
program for 1955 (see table p. 42) 


VW ANAGEMENT 
Onto this dynamic scene just after 
mid-year arrived a hard-driving, new 
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© It took down a $126 million, 106- 
year loan from the Prudential Insur- 
ance Company of America 

e It unveiled a 
metal heat process 

© It bought an interest in Califor- 
Marquardt Aircraft, maker of 
supersonic ramjet engines 


All this 
was not everywhere greeted with joy 


promising new 


transfer 


nias 
and 


activity, naturally enough, 











Rivals were quick to point out that 
Mathieson's rapid growth was mainly 
the result of such deals as the merger 
just two years before, with famed 
pharmaceutical maker E. R. Squibb 
& Sons. “That kind of growth,” grum- 
bled one competitor, “is easy enough 
All you have to do is run around like 
Tom Nichols does looking for people 
to merge with.” But such hecklers 
notwithstanding, the merger seemed 
to make sense. Diversified from sul- 
furic acid and shotguns to perfumes, 
Olin-Mathieson sailed easily through 
the somewhat bumpy nine months 
Sales were off less than 1° as strength 
in some lines cancelled out weak- 
nesses in others, and net profits were 
fairly steady. 

As it stepped into chemicals’ big 
four sales spot, Olin-Mathieson could 
also claim the title of the industry's 
fastest grower, a distinction formerly 
held by Dow. The latter, in boosting 
sales 20-fold since the late Thirties, 
had itself outpaced such big-timers 
as American Cyanamid, and caused 
one Wall Streeter to “Dow 


the Genius, 


marvel 
Chemical is industry's 
Incorporated.” 

Genius or not, however, Dow’s up- 
ward momentum in sales has recently 
slowed down, with gains totaling a 
bare 5% over the last three years. At 
the same time, Dow's profit margins 
have been slimming noticeably. Dow 
had been able to keep better than 34 
cents out of every sales dollar (before 
taxes and depreciation) in the fiscal 
yeer ending May 31, 1952. Two years 
later the margin was down to 29 cents, 
and in the current fiscal year, the 
profit curve is sloping still further 
downward 

Nevertheless, Dow's President Le- 
land I. Doan still can boast profit mar- 
tins second only to du Pont’s among 
the big chemical makers. This is all 
the noteworthy in that almost 
half of Dow’s sales are in heavy chem- 
like chlorine, caustic soda and 
ammonia, where profit 


more 


icals 


margins are 





du PONT’S GREENEWALT: 
was a payload playing out? 


traditionally 


low. One reason is Dow's 
tight integration--unusual in the 
chemical business—from raw ma- 
terial right on down to some con- 


sumer products. Working from its own 
natural gas holdings in Texas and 
brine deposits in Michigan, Dow first 


produces the basic chemicals, then 
“upgrades” most of them into such 
profitable items as plastics, glycols 


and the like. Plastics alone contrib- 
uted some $140 million of Dow’s $428 
million in sales during fiscal 1954 

fact, plastics (Saran 
Wrap) that Dow planners selected for 
“upgrading” right into the American 
kitchen. In so doing, of course, Doan 
was leaf from the du Pont 


whereon it 


It was, in 


taking a 


success story 


is written 
that putting one’s chemical products 
supermarket shelf is one of 
the best ways to get maximum profit 
them 


on the 


out of 





OLIN-MATHIESON’S NICHOLS: 


is running around all you have to do? 


But there was more than merchan 


dising problems behind Dow’s shrink 


ing profit margins. The fact is that 
since 1951 Dow has been expanding 
its plants faster than its sales have 
risen. Whereas net plant investment 
is half again as great as it was three 
years ago, sales are up only 25* "We 
are not concedes Doan, “utilizing 
our Tull Capacity and when you 
are not producing and selling up to 
capacit your earnings are hurt 
Such ub-capacity operation ol 
cours prevailed throughout _ the 
chemical industry in 1954, but they 
pinched Dow especially hard. For 


Dow bookkeepers were writing off in 


just five years, under tax-saving cer 


tificates of necessity, the bulk of a 

three-year, $320 million expansion 

progral In the last fiscal year, 15 

cents out of every sales dollar was 

put asiat wo covel these speeded-up 
40 








DOW'S DOAN: 


was genius incorporated? 


wear-and-tear deductions. Du Pont 
by way of contrast, allocated 6 cents 
of every dollar. Olin-Mathieson, which 
expanded largely by acquiring othe: 
firms, needed only 4 cents 

On top of the heavy amortization 
charges Dow also had borrowed heav- 
ily to pay for new plants. As a result 
annual interest charges jumped from 
1951's $1.6 million to $10.6 million 
Squeezed in this fashion between fixed 
charges on the one hand and smalle: 
operating profits on the other, the bal- 
ance left over for common stockhold- 


ers fell to $33.4 million, the lowest 
level since 1949 
However distressing this might 


sound to stockholders, it was not par- 
ticularly alarming to Treasurer Car! 
A. Gerstacker—not so long as taxfre« 
cash was still pouring into the com- 
pany treasury at a rate of nearly $6 
million a month from depreciation 
alone. In just three years, his working 
capital has risen from a slender $30 
million to a highly comfortable $150 
million 

Nor leveling-off of 
dampened Dow’s appetite for expan- 
sion year, for example, Doan 
$40 million, highly-auto- 
matic plant at Madison (Ill.) for roll- 
ing the Dow 
magnesium 


has this 


sales 
Last 
opened a 


magnesium makes in 
Not that (14% of 
1953 sales) was booming. Far from it 
Cutbacks in 
and 


Texas 
government 


stockpiling 
competition from lower-priced 
aluminum were giving Doan plenty 
of trouble. In fact, toward the end of 
the year he shaved two cents off the 
price of magnesium castings to make 
them (at 28 pound) 
nearly competitive with aluminum 
Yet Dow executives tend to take a 
philosophical view of these sales bub- 
bles in thei: 


cents pel more 


‘wonder metal from sea 


water.” Says Doan of his excess ca- 
pacity; “It is a little like buying your 
winter fuel in the summer. You don't 


rieed it then, but you know you will.” 
At year's end, casting around for ways 
to find 


nesium 


“summer” 
the Dow 


work for its mag- 


sales department 
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came up with a consumer goods start- 
er: a line of magnesium luggage 
Dow, however, was not the only 
chemical-maker looking to consumer 
goods to absorb some of its excess 
capacity. Throughout the year Mon- 
santo’s Charles A. Thomas _ took 
full-page newspaper ads to plug his 
synthetic detergent all as a kind of 
washday shortcut to domestic happi- 
ness. It was an ambitious venture into 
a type of merchandising unfamiliar to 
most chemical men. It meant, of 
course, an expensive rendezvous with 
Madison Avenue advertising agencies 
and the results showed clearly in 
Thomas’ nine-month earnings report. 
Bolstered by all, sales were off only a 
slim $5 million (2%) despite consider- 
able sluggishness in many of Mon- 
santo’s chemical lines. But 
profits were a different story. They 
dropped $12 million (30°), leaving 
Thomas with one of the most disap- 
pointing earnings reports of any of the 
big, diversified chemical-makers 
Monsanto, unlike Dow, has never 
gone in for raw materials-to-finished- 
product integration. Thomas prefers 
to buy such basic chemicals as sulfur, 
caustic soda and soda ash from othe1 
chemical companies and to “upgrade” 
them into plastics, phosphates, deter- 
gents and the like. Because it buys 
more from outsiders, Monsanto aver- 
ages about 10 cents on the dollar less 
in profits before taxes than Dow. On 


pretax 





1950 1951 . 1952 1953 


CHEMICAL PRODUCTION, according 
to Federal Reserve figures, has risen 
much faster over the past five years 
than industrial output as a whole 
What is more, despite the recession, 
chemical output stands well above 
1952's, while industrial production is 
barely level with two years ago 


1954 
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to manufacture 





ALLIED’S NIAGARA RIVER PLANT: 


the other hand, by letting competitors 


make his basic chemicals for 


him, 
Thomas gets by with less money in- 
vested in plant, and wrings half again 
as mut h 


sales from dollar in 


gross plant as does Dow 


every 
vested in 
Despite all-time low profit-margins 
the year had its bright spots. Produc 
tion bugs reportedly were all but 
ironed out of the huge Chemstrand 


acrylic fiber plant at Decatur (Ala.) 
jointly owned with rayon-making 
American Viscose Among other 


things, this meant stepped-up demand 
for Monsanto's own Texas City 
acrylonitrile works With Chem- 
strand ready to roll, Thomas further 
indulged his fondness for joint ven 
tures, teamed up with Germany’s 
Farbenfabriken Bayer, of aspirin fame 
this 


put 


isocyanates If 
venture is will 
Thomas well ahead in a new field 

Monsanto, with its elaborate chemi- 
cal synthesis, and 
ground-to-kitchen integration, have 
approached chemicals from one point 
of view. Giant Allied Chemical & Dye 
represents -quite a different approach 
For nearly three decades Allied had 
stuck to its chemicals, which 
it placidly sold to other chemists and 
to the fertilizer, glass, metal, pape 
petroleum, textile, soap and construc- 
tion industries. Thus Allied became 
the largest producer of such volume 
items as soda ash, sulfuric acid and 
ammonia. Du Pont, for one, looked 
at matters differently, often buying 
from others the big volume, low-profit 
chemicals it needed for its more elab- 
orate, higher-priced products. As a 
result, du Pont waxed fat off the in- 
dustry’s richest profit margins while 
Allied plodded along for years with 
some of the thinnest 


successful, it 


Dow, with its 


basic 


4! 


the time had come to foster an entry 


Thi ‘ 


slow ly 


although 
took 


desk some 


change 
Fred Emmerich 
Allied president's 


eigt t yea! 


began to 
when 
over the 
ago. That the change was 
hardly The 
old way of doing safe, 
fairly 
stockholders an 


gradual wa surprising 


business was 


secure and 


profitable, showing 
average return of 13% 
tment in the company 
But lack of new products had hobbled 
Allied’s growth 


on their inve 


and allowed first du 


Pont, and then Union Carbide, to pass 
it by. The time had come, in Emmer- 
ich’s words, to set about “fostering 


our entry into profitable new fields.” 


Side b ide with expansion and 
modernization Emmerich set about 
obtaining new products, Late in 1953, 
for example, he bought the former 


Libbey -Owen 
This he fol 


chasing $20 million 


Ford Plaskon division 
lowed up last year by pur- 
Mutual 


a major factor in chromium 


Chemical 
Compar 


chemical Emmerich 


s acquisitions had 


bot 


bas if 


one thing in common were “up- 


grader of the type chemicals 


Allied make 


rejuvenation 


All this expansion and 
Allied stockholders 


in just four 


cost 
a cool $350 million years, 
and has more than doubled the com- 


pany s net plant investment 
Our profit 
ich hould 


of this div 


says Emmer- 
as the full effect 


ersification program is felt.’ 


margin 


improve 


There were signs that it already is 
beginning to be felt. In the first six 
months of last year Allied was the 
only top chemical company able to 
keep its profit margin from slipping 
below 1953 In the third quarter 
however, a slump in fertilizer sales 


and a bad dip in the sales of its Se- 


met-Solvay division, which makes 
coke and builds coke ovens for the 
steel industry, brought Allied its first 
unfavorable comparison of the year 





But Emmerich’s problems with the 
stee! slump had been mild compared 
with the headaches it brought to Pres- 
ident Morse Dial at Union Carbide & 
Carbon’s Manhattan headquarters 
Carbide was jolted by a $116 million, 
nine-months’ sales slump, sufficient to 
bump the Number Two chemical- 
maker right out of the billion-dollar 
sales class. Most of the trouble was 
in the alloys and metals division, 
which usually accounts for 28% of 
sales. The steel industry just wasn't 
selling as much stainless steel, nor- 
mally a heavy user of Carbide’s ferro- 
alloys 

But serious as the blow was, it was 
considerably seftened by relative sta- 
bility in other lines. Carbide, for ex- 
ample, makes nearly 50% of the in- 
dustrial gas used in the US. and its 
$175 million-a-year Bakelite division 
is easily the biggest thing in the fabu- 
lous plastics field, especially in poly- 
ethylenes, phenolics and vinyls. Thus 
when steel output started picking up 
in the fourth quarter, while chemicals 
and plastics reportedly were setting 
sales Dial that the 


records knew 


to absorb a few heavy blows to sales 
a fact somewhat camouflaged by a 
spectacular nine-months’ earnings re- 
port. Net profits rose on each of du 
Pont's 45.6 million shares to $4.74, as 
compared with $3.62 last year. Since 
they obviously had all the cash needed 
for expansion and working capital, du 
Pont directors responded by upping 
dividends 50% 

If, after this spate of good news 
there many stockholders still 
interested in reading the columns of 
figures on President Greenewalt’s in 
terim earnings report, they would 
have noticed a slightly jarring note 
du Pont's sales were off a fairly sub- 
stantial 7.4%, and, what is more 
erating profits (before taxes, wear- 
and-tear reserves and General Motors 
dividends) were down a sharp $91.5 
million 


were 


Op- 


This is not to say that the dividend 


oe LN pet 


Carbide’s “dynel” 
“orlon.” 

If nylon was thinning down, rayon, 
the granddaddy of all “miracle” fibers, 
had become frayed indeed. In line, 
therefore, with longstanding du Pont 
policy of sloughing off products that 
have outlived their profitability, 
Crawford Greenewalt last year closed 
down the big, old Buffalo rayon plant 
Then he dropped rayon staple from 
his catalog of 1,200 products. 

But du Pont would not have been 
du Pont had management let textile 
matters drift. After due deliberation, 
the executive committee decided the 
time had come to put more emphasis 
on selling. It ordered a reshuffling of 
the textile fiber sales organization 
aimed at giving customers more help 
in developing new products from du 
Pont fibers. This toning up of the 
fibers sales setup was accompanied by 


and du Pont’s own 





Despite 


makers are still expansion-minded 


STILL GROWING 


increasing signs of excess capacity in some chemical lines, chemical- 
Here are the three lines currently getting 


worst was over the greatest amount of new plant money (in millions of dollars) *: 


Nor had the slump altered the fact 
that Carbide probably has more irons 


Plants completed 
in past year 


Plants currently 
under construction 


Plants biweprinted and 
definitely committed 


, Agricultural Chemicals $303 $153 $140 
in the growth fire than any othe: Plastics $255 $299 $ 63 
chemical producer. Its flourishing U.S Synthetic Organic Chemicals $191 $150 $127 


Vanadium subsidiary, for example 
was easily the biggest uranium proc- 
essor on the booming Colorado Pla- 
teau and a link in a long line of Car- 
bide atomic energy ventures that be- 
gan with Oak Ridge. This year, too 
Carbide's Electro-Metallurgical divi- 
sion announced plans for a 7,500-ton 
$31.5 million titanium plant to make 
the latest “wonder metal” by a new 
process at Ashtabula, Ohio. When he 
made the titanium announcement, Dial 
had in his pocket a government guar- 
antee to buy all the metal the plant 
could make for the first five years 

As all this talk of metals indicates 
Carbide is actually only about 60°; a 
chemical company 
28°, sales slice deriving 
from his metals and alloys group, plus 
12% from the electrodes, carbons and 
batteries group. Partly because of this 
non-chemical leavening, Dial was able 
to wring only 88 cents in sales out of 
every dollar of gross plant in 1953, a 
figure well below du Pont's $1.39, but 
slightly above Allied’s 81 cents. Car- 
bide’s pretax profit margin, moreover: 
at 28.5% of sales was about midway 
between du Pont’s 37° and Allied's 
19.4%. Helping to fatten Carbide's 
profit margin was the company’s 
established position in consumer mar- 
kets with such standbys as Eveready 
flashlight batteries and Prestone anti- 
freeze 


Dial’s product mix 
includes a 


Like Carbide, du Pont last year had 


* Source 





Manufacturing Chemists Association 








boost was mere sleight-of-hand. More 
than balancing the sag in operating 
earnings were: 1) a $l-a-share extra 
dividend from the company’s 20 mil- 
lion shares of General Motors: and 2) 
demise of the excess profits tax, an 
event which helped cut du Pont’s tax 
bill an overwhelming $144.6 million 

These windfalls were welcome, but 
they did not change the fact that du 
Pont’s operating profit margin, long 
the envy of the industry, was off near- 
ly four points in the first nine months 
Why had du Pont, bluest 
of blue chips, a veritable monument of 
growth this 
mildest of 

The 
knew, lay 


of last year 


troubled by 


recessions? 


been thus 


trouble, as chemical men well 
in du Pont’s close ties with 
the ailing textile business. Mighty du 
Pont sells half-a-billion dollars a year 
worth of synthetics, and the Wilming- 
ton chemical-maker has won some of 
its richest nylon 
which textile men weave into every- 
thing from lingerie to horse blankets 
But by the end of last year, more than 
one Wall Streeter 
hastily 


profit prizes from 


had concluded, too 
perhaps, that the nylon lode 
was running somewhat thin: not only 
was the textile industry sagging, but 
there was a lush growth of competing 


fibers like Chemstrand’s “Acrilan,” 
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an outlay of $5 million for a gleaming, 
new textile research lab at Chestnut 
Hill (Del.) where new ways would be 
sought for working the synthetic 
fibers into new and more salable 
products. At year’s end, the tangled 
web of synthetic textiles notwith- 
standing, it was obvious that du Pont 
was not yet ready to abdicate the 
throne nylon had won for it. 

Moreover, since diversification is 
one of du Pont’s proudest boasts, there 
was plenty of strength in other lines 
to take up some of the textile slack 
The transportation industry, for ex- 
ample, takes 27% of all du Pont pro- 
duction, the rubber-makers alone 
speaking up for a third of this. An- 
other 42% of sales is spread ove: 
everything from heavy chemicals to 
plexiglas, from explosives to movie 
film. An extra-profitable 6% ends up 
in a variety of everyday items sold 
on store counters under the com- 
pany’s famed “Duco” label. 

As usual last year, du Pont’s $50 
million-a-year research department 
came up with some interesting new 
prospects: among others, a new neo- 
prene for paper and a “super tenacity” 
viscose yarn. Some $124 million was 
spent for new plants, including a big, 
new Freon refrigerant plant, a Mylar 


Forbes 





polyester film plant which got under 
way in October, and stepped-up ca- 
pacity in New Jersey for polyisocy- 
anates 

“We expect,” the company predicted 
in November, “dollar volume of sales 
and earnings to be at least as much 
in 1955 as that for 1954.” It was, most 
investors agreed, a safe enough state- 
ment for a company which has grown 
steadily as a chemical maker through 
two wars and a pair of depressions to 
stand, almost unchallenged, at the top 
of the fabulous industry. 

With du Pont thus nipped by the 
mild recession, it might be surmised 
that lesser companies were even hard- 
*r hit. Surprisingly, this was not nec- 
essarily the case. In fact, one of the 
better sales performances was turned 
in by $443 million American Cyana- 
mid Company. The year had started 
hesitatingly enough for President 
Kenneth Towe, but by the third quar- 
ter his sales were running 8% ahead 
of the same period in 1953. This extra 
sales kick came, in la measure, 
from the pharmaceutical Lederle di- 
vision, which had proved itself as 
adept at selling aureomycin as in de- 
veloping the richly profitable “wonder 
drug.” Aureomycin itself had been as 
efficacious in toning up Cyanamid’s 
profit margins as it was in restoring 
the health of its ailing customers 
Though Lederle brings in only about 
25 cents of every Cyanamid sales dol- 
lar, it accounts for possibly as much 
as 40 cents of every profit dollar. As 
such, Lederle obviously means more 
to Cyanamid investors at dividend 
time than such chemical standbys as 
dyes, pigments, plastics or industrial 
chemicals which ring up the bulk of 
the company’s gross sales. 

But, despite the tonic effect of won- 
der drugs, Towe’s profit margins were 
not up with Dow’s, du Pont’s or Union 
Carbide’s. What is more, Cyanamid’s 
profits seem to Wall Streeters exces- 
sively dependent on antibiotics, an in- 
dustry wherein the winds of fortune 
shift with uncomfortable rapidity. In 
fact, Cyanamid already is tangled with 
Bristol-Myers in a legal hassle ove 
tetracycline, a new broad spectrum 
antibiotic which is already crowding 
aureomycin. To keep the fight from 
three-cornered, 
and Lederle have agreed to 
cross-license one another in the event 
that either wins in court. 


becoming 
Pfizer 


moreover, 


Such were the weighty problems 
that faced Ken Towe as 1955 dawned 
But for stockholders, there was still 
an ugly worm in the apple 
the rising sales trend, net profits in 
the first nine months of last year were 


Despite 


down from 1953's $2.44 a share to 
$2.17. Steeper selling costs were partly 


to blame, but so was a new venture 
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KODAK’S CHAPMAN: 


photomania in suburbia 


on which Towe has pinned his fondest 
hopes: a sprawling $50. million chem- 
plant almost ready to go on 
stream near New Orleans. The Fortier 
plant is designed to convert natural 
gas into ammonium sulphate and 
acrylonitrile, which latter chemical] is 
a base for du Pont orlon and dacrun 
Towe hopes Fortier will help brighten 
Cyanamid’s lackluster profit margins 
its natural gas process should prove 
far cheaper than the coal-based am- 
monia fixing process that Cyanamid 
has long depended on 

It was left for relatively small 
Rohm & Haas to steam ahead of the 
whole industry in sales and profit, 
a fact of which Wall Street took due 
note. Rohm & Haas soared on the 
New York Stock Exchange from 115 
last spring to a bull market high of 
28142. At that price the stock was 
selling at an improbable-sounding 
150 times dividends, an ob- 
vious reflection of the company’s feat 
in boosting nine-months’ profits before 
taxes from $16 million on 1953's sales 
of $90 million, to $20 million on last 
year’s $97 million. Rohm & Haas suc- 


ical 


cash 


GENERAL ANILINE’S FRYE: 
tangled in the lock box 
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ceeded, as usual, by determined con 
certration on such profitable special 
ties as plexiglas and Rhonite 610, a 
resin used to render cotton and rayon 
crease-resistant 

President Otto Haas has always been 
willing to leave the bulk manufacture 
of basic chemicals to such capital-rich 
companies as Allied Chemical, while 
he stuck to a type product which made 
up in profitability what they lacked in 
As a result, Rohm & Haas has 
turned out annual profit margins aver- 
aging 27°, the equal of Car- 
Monsanto's, And 
Haas cut plexiglas two cents a pound 
on truck 


volume 


neat 
bide’s and though 


-load lots in November, it 
was obvious from interim reports that 
Rohm & Haas profit margins were, if 
anything. better than ever last yea 
Like a Pont, Rohm & 


Haas keeps coming up with new prod- 
ucts, 


small S ale du 


last year was readying a 


oluble 


odo! 


new 


base for wate paints, which 


chemists say i free and dries in 
a few minutes 
By eschewing capital-consuming 
heavy chemicals and holding dividends 
to 15% or 20% of earnings, Otto Haas 
has tried to expand without going to 
banks for loans. Nevertheless, in 
195°” capital needs got ahead of cash 
flow, and he had to borrow $8.6 mil- 
lion, which is still outstanding 
This inconvenience is unlikely eves 


to afflict Albert K. Chapman 
ident of 


As pres 

Kodak, 
Chapman holds the strings to a purse 
bulging with $77.5 million in cash, and, 
what is 


venerable Eastman 


more, is as debt-free as a 
conservative banker 
Though the 


won 


late 
fortune 


George Eastman 


and as America’s 


king 


fame 


snapshot uch non-photogenic 


items as acetate yarn, plastics, vitamin 


concentrates and miscellaneous chem 


icals now account for nearly 25° of 


the company’s business. Last 


year, 
however, it was such new variations 
of the old Eastman theme as brownie 
flash outfit 3-D and movie 
cameras that lifted Kodak clear of the 
1954 recession 


plastics 


stereo 


Sales of chemicals and 
teady but 
ders fell a sharp 15% 


were defense or 
Yet in the first 
ove rall sales were down 


1953 


nine month 


only y Ay) 


from 
With photomania spreading through 
Kodak, with a 50 


photographi 


suburbia 
the US and 


complete coverage of the market, is 


share of 
business 
unlikely to know recession. This year 
for example amateur photographers 
bought fewer rolls of black-and-white 
film 
by snapping far more shots in East 

man & The 
same wide market coverage holds for 


Kodak's photographic 
lines, and Chapman could well afford 


but they more than balanced this 
still and movie color films 
professional 


to view with aplomb the struggle be 





tween movies and television. Playing 
both sides of the street, Kodak was 
doing a flourishing business selling 
Hollywood its Eastman Color nega 
tives, and had also developed prom- 
ising customers among makers of TV 
films 

General Aniline & Dye, Kodak's chief 
photographic competitor and a leading 
American producer of coal tar dyes, 
was, at year’s end, as tangled as ever 
in the interminable alien property 
squabble which has prevented it from 
expanding as fast as its competitors 
Until the question of ownership is 
settled in court between the U.S. gov- 
vernment and the Swiss corporation 
Interhandel, more than 90% of the 
common stock of General Aniline is 
fated to remain in the lock box of the 
Alien Property Custodian, who stout- 
ly maintains that Interhandel is a 
front for prewar German interests 
Needless to say, this is not a strong 
position for a company trying to keep 
up with the fabulous chemical busi- 
ness, but President Jack Frye tries to 
make the best of it. Last year Frye 
went ahead and broke ground for a 
$6 million acetylene derivatives chem- 
ical plant at Calvert City (Ky.). 

Frye’s new plant is part of a vast 
chemical complex growing up around 
Air Reduction Company's big, four- 
furnace, calcium-carbide plant there 
Feeding on low-cost TVA power, this 
$18 million calcium carbide develop- 
ment is a major part of Airco Presi- 
dent John Hill's bid to launch the 
famed, old industrial gas producer 
into broader chemical fields. Hill 
wants to upgrade his low-margined 
basic acetylene production wherever 
possible into more profitable products. 
To this end, he is planning a nearby 
plant to make vinyl acetate monomer 
from Calvert City’s acetylene 

Calvert City, however, has not ab- 
sorbed all of the $60 million that Hill 
has poured into Air Reduction plants 
and facilities. A healthy amount was 
spent modernizing Airco’s regular fa- 
cilities for manufacturing industrial 
and medical gas and dry ice. Last year 
these expenditures and the new life 
Hill had breathed into the languishing 
business were beginning to pay off 
Despite an 8% sales drop, Airco made 
as much on each dollar of sales in the 
first three quarters as in 1953, It was 
an excellent showing, especially by 
comparison with du Pont in whose 
case a sales dip of similar magnitude 
had cut deeply into operating profits 
Airco’s 16.5% margin, of course, was 
not very impressive as chemical in- 
dustry profits go; the performance, 
nevertheless, augured, well for future 
results should Hill be able to push 
sales above the curreft less-than-ca- 
pacity $130 million-a-year rate 


Encouraging though Airco’s show- 
ing was, John Hiil was not yet batting 
in the same league as $175 million 
Minnesota Mining and Manufacturing 
Company, which over the years has 
chalked up operating profit margins 
averaging 26 cents on the dollar. This 
year, it is true, rising expenses some- 
what trimmed 3M’s usually sprightly 
showing: operating profit dipped $3 
million in the nine months, despite a 
$5 million sales increase. 


Investors, however, apparently were 


more impressed with 3M's past record 
At its recent high of 84, 3M common 
sold for 30 times earnings, six times 
book value. On Wall Street, obvi- 
ously, 3M has become another word 
for “growth.” By pulling out of its 
well-tended research hat such high- 
profit proprietary items as Scotch Cel- 


3M's SANDPAPER: 


another word for growth 


lophane tape and Scotch brand re- 
cording tape, Minnesota Mining has 
been able to keep profits flowing at a 
rate of 19% on stockholders’ equity 
President Herb Buetow’s high-profit 
sales mix is 444% 
tapes, 17% in 


in pressure-sensitive 
coated abrasives and 
Last year 3M’s re- 
search labs presented the sales de- 
partment with their latest entry, which 
marks the company’s debut in the 
plastics field: a glass filament rein- 
forced material, which the company 
claims is “four times lighter than steel, 
and its strength is comparable to 
aluminum and ordinary steel.” Bear- 
ing the company's famed plaid trade- 
mark, the plastic was dubbed “Scotch- 
ply.” 


28°. in adhesives 


In its product line Minnesota Min- 
ing is a horse of a very different color 
from, say, Diamond Alkali. Diamond 
has long been content with a broad 
line of heavy chemicals—which means 
generally low profit margins, and 
plant investment. Minnesota 
Mining, for example, squeezed more 
than twice as much sales revenue 
from each dollar invested in plant as 
Diamond did. This heloed 3M to earn 
almost double Diamond's average 10% 
return on equity. 

Not that Diamond Alkali has a red- 
ink-stained record of stagnation. But 
its single-minded concentration on 
basic chemicals like chlorine (10% of 
total national market) alkalies (15% 
of market), and silicate of soda have 
kept Diamond from turning in any- 
thing more than an average score in 
growth and return on capital. 

Last year Diamond Alkali took some 
big growth strides, but they were 
pretty much on familiar ground. Pres- 
ident John A. Sargent put on stream 
his fine, new, low-cost chlorine-caus- 
tic plant in Texas. Then, toward year’s 
end, he bought from the U.S. govern- 
ment for $15.1 million (on easy, 10- 
year terms) the big chlorine-caustic 
plant at Muscle Shoals. With the 
Texas installation contributing sub- 
stantially to output, sales rose a 
healthy 8% in the first three quarters, 
but with taxes sharply up and depre- 
ciation charges on a rising curve, net 
earnings slipped a shade to $1.74 

Hercules Powder, $131.3 million spe- 
cialist in cellulose products, also re- 
ported that business had picked up in 
the third quarter. Unlike Diamond, 
however, Hercules was able to keep 
some of the extra money for stock- 
holders. Actually Hercules’ business 
been lagging in the first six 
months, but net earnings were higher 
in all three quarters. Reason: Hercu- 
les was one of the chemical companies 
freed last year from the excess profit 
tax burden. Hercules’ high quality 
cellulose products (40% of sales) ,even 
though tied to miracle fibers, were 
selling better than most similar items. 
Export volume (10°%-13% of sales) 
was improving, too, largely because of 
demand for naval stores. As these 
sales items indicate, Hercules Pow- 
der’s warlike name is slightly mis- 
leading. Today explosives make up 
barely 20% of Hercules’ sales mix; 
paper chemicals and synthetics round 
out the lines of cellulose, explosives 
and naval stores offered by President 
Albert Forster. 

Of all the business hybrids sired by 
the postwar urge for diversification, 
few are more complex than $223 mil- 
lion Food Machinery & Chemical 
Corp. Westvaco Chemical brought to 
its 1948 merger with Food Machinery 


heav y 


had 
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some of the nation’s leading capacity 
for producing chlorine, caustic soda 
and other industrial chemicals. The 
new corporation was thus a curious 
melange of apple-pickers, pig-raisers, 
military equipment, and the chemical 
line, but businesswise it made sense. 
Last year strong demand for chemi- 
cals, which now account for half of 
non-military sales, helped keep both 
sales and earnings around 1953 levels. 
Moreover, results of recent big ex- 
pansion programs “have not yet been 
fully reflected in company earnings,” 
in the opinion of President Paul L. 
Davies. 

Oldline, Pittsburgh-based Koppers 
Company is already a major producer 
of crude and refined tar products and 
related chemicals. Despite a sales bat- 
tering from the steel slump that all 
but collapsed his steel industry con- 
struction division (nine-months’ sales 
were down 33%, earnings a like per- 
centage), President Brehon B. Som- 
mervell went ahead expanding his 
chemical capacity. A big polyethylene 
addition was abuilding at Koppers’ 
Port Arthur (Tex.) plant. 

Koppers eased into chemicals from 
a well-established base in coke and 
tar products. But the temptation to 
get into chemicals has not been lim- 
ited to companies already operating 
on the industry’s fringes. Consider, 
for example, Food Machinery. Or take 
the even more amazing example of 
the century-old international trad- 
ing house of W. R. Grace & Company. 
“In twenty years,” said President 
Joseph Peter Grace, announcing two 
years ago his company’s first chem- 
ical venture, “W. R. Grace may well 
be predominantly a chemical com- 
pany.” 

Last year, 41-year-old Joseph Grace 
made it clear that he had shortened 
his time table. First he took over $60 
million Davison Chemical Company, 
then bought $20 million Dewey & 
Almy. When he was finished, $324 
million Grace possessed, besides its 
shipping, airline, trading and bank op- 
erations, a solid $100 million chemical 
empire. At year’s end Grace was 
readying a new $20 million ammonia- 
urea plant, could now claim a secure 
spot among the U.S.’s 20 top chemical 
operations. 

Like Grace’s Davison division, Louis 
Ware’s International Minerals & Chem- 
icals is primarily a producer of agri- 
cultural chemicals. Despite 5% higher 
sales in the nine months, Internation- 
al’s earnings were hit by heavy start- 
up costs of the $15 million Bonnie 
(Fla.) phosphate chemicals plant and 
the important magnesium oxide and 
hydrochloric acid operation at Carls- 
bad (N.M.). In the September 30 


quarter, net earnings were thus cut 
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neatly in half to 20 cents a share, even 
though sales were holding steady. 
Wall Streeters, however, looked for 
both sales and earnings to recover 
smartly this year once the new facili- 
ties are running smoothly. 

Least diversified of all companies 
in Forses’ chemical lineup, but not 
much worried about the situation is 
lush, $87 million Texas Gulf Sulphur 
Company. Cherishing what may well 
be the plumpest profit margins (aver- 
age 60°%) in all U.S. industry, and 
this year earning at a rate of 40% on 
book value, Texas Gulf's chief occu- 
pation is simply to dip into its seem- 
ingly bottomless reserves of low-cost 
sulfur, eagerly sought after for some 
3,200 different industrial uses. In 
June of 1953 President Fred Nelson 


TEXAS GULF’S SULPHUR: 


why worry? 


had raised the domestic price of sulfur 
to $26.50 a ton, FOB mine. Last year, 
to celebrate the end of EPT and 12 
months of higher prices, directors 
voted to split TG stock 3-for-1. 


LABOR RELATIONS 

As a quick glance at price-earnings 
ratios will show, Wall Street counts 
the chemical stocks among its top fa- 
vorites. “Why,” Forses asked a top in- 
vestment manager, “are you willing 
to pay 25 times earnings for chemical 
stocks when you could pick up plenty 
of industrials at 10 or 15 times earn- 
ings?” The executive rattled off the 
usual lists of growth factors, research, 
and the growing importance of syn- 
thetic substitutes for dwindling raw 
materials. Then he added, in a tone 
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indicating he considered this the most 
important of all: “Molecules and 
atoms, the raw materials of chemistry, 
don’t ask for paid holidays or fringe 
benefits. Nothing is going to stop the 
uptrend of wages, but the chemical 
industry is going to be much less af- 
fected than most others.” 

He was not simply speaking rhetori- 
cally. The chemicals industry, though 
by no means free from labor troubles, 
actually does bear much lower wage 
costs than most comparable industries 
Take Monsanto, for example, In 1953, 
that company paid some 20,000 em- 
ployees $75.9 million to make $344.3 
million worth of goods, a wage-to- 
sales ratio of 22°. By way of contrast, 
U.S. Steel paid out 40% 


proceeds in wages, a fact of great im- 


of its sales 
portance to net profits when wage 
Partly, of 
course, this is a result of the highly- 


boosts are passed around 


complex processes involved in making 
chemicais, so automatic they reduce 
some chemical work to mere “dial- 
watching.” 

In wage rates, too, the chemical in- 
dustry is well down from the top of 
the industrial list. The average chem- 
ical October earned $1.92 
an hour, a sum slightly above the in- 
dustrial average of $1.81 


ever, well below the figure for eight 


worker in 
It was, how- 


other major industries including auto, 
rubber and steel. At the top of the list, 
petroleum workers averaged $2.30 an 
hou 

Taking note of the wage disparity, 


one earlier in the 


security analyst 
asked 


if the oil and chemical unions merge, 
what 


yeal “What's going to happen 
with oil men making a good 40 
cents an could mean 
trouble in the chemical industry.” 
This Wall Streeter was probably ex- 
aggerating. At 


hour more? It 


present, the industry 


is, in fact with such a di- 
of unions in each plant that 
industrial 
thei: 
tract negotiations 

Yet the analyst's misgivings 


not entirely 


plagued 
versity 
relations 


men are tearing 


hair over the number of 


cone 
involved 

were 
Two big CIO 


territories overlap in 


baseless 
unions whose 
the petrochemical 
this yeal 
bers into a 


Workers 


agements 


plants are slated, 
to merge their 150,000 mem 
single Oil & 
International 


Chemical 
Man- 
men 
were keeping their eyes and ears open 
to follow union maneuvers 
Whether: would break down in 
fresh inter-union feuding or bring a 
new 


Union 
industrial relations 

these 
they 


stronger factor into the bargain- 
ing sessions, only time would tell 


PUBLIC & COMMUNITY 
RELATIONS 


In Chicago just before 1954 ended, 
Federal Judge Walter J. La Buy made 








legal history. In a 220-page opinion, 
the result of a year's deliberations, 
the white-haired judge threw out of 
his court a bid by government trust- 
busters to pry loose from du Pont its 
20-million-share block of General 
Motors. “The record discloses,” wrote 
La Buy, “that no restraint of trade has 
resulted {du Pont] did not limit 
General Motors’ purchasing freedom.” 

But there is more, as big business 
executives well know, than favorable 
court decisions to creating an atmos- 
phere in which enterprise can develop 
freely. “Our basic problem [in public 
relations],” said a du Pont statement, 
“like that of industry in general, is 
to convince the public of our good in- 
tentions, that we are trying to do the 
right thing for the right 
Apparently du Pont had 
most of the public, as well as Judge 
La Buy, of their “good intentions.” 
The decision throwing out the anti- 
trust charges passed almost unnoticed 
by the general public, and press com- 
ment was overwhelmingly 


reasons.” 
convinced 


favorable 

But if politicians were no longer so 
vocal in attacking the presumed evils 
of “bigness,” more than one was busily 
sniffing at another Achilles’ 
last 


heel of 


industry year, At the height of 
the fall election campaign in Cali- 
fornia, an irksome “smog” descended 
on “sunny” Los Angeles. The rival 


candidates would probably have been 
less than human had not each pledged 
to drive it away if only the besmogged 
citizenry would vote for him 

For chemical and other 
in the area, 
matter 


industries 
it was a serious 
Disregarding the companies’ 
claims that automobile exhaust and 
garbage incinerators were at least 
equally to blame, some officials went 
to ask the com- 
panies to close down temporarily. The 
crisis passed, but 
public relations 


however, 


so far as harassed 


industry 
still 


chemical 


men are con- 


cerned about it 


Such troubles were not limited to 


California. In Georgia, a $25 million 
cellulose plant was almost forced to 
shut down because the indignant 


owner of a fishing camp some 20 miles 
downstream blamed the chemical- 
make1 the fact that his fish were 
dying by the thousands 


for 


Chemical men are, of course, aware 
that curing pollution problems is more 


than just a matter of complying with 


the law. Du Pont, for example, is 
firmly convinced that good relations 
with the community directly affect 
costs and earnings. Reason: a con- 
tented community means less ab- 
senteeism, a smaller labor turnover 


both dangerous cost-inflaters for any 
industrial plant 
Air Reduction, 


opinion 


of the 
part in 


firmly same 


took an active in- 


a i hy 


LES 





DOW'S EMPLOYEE MINSTRELS: 


corporating Calvert City, 
site of thei: 


Airco 


“open house 


the booming 
calcium-carbide 
has started holding 
whenever it opens new 
plants. “After all,” 
Jack Gunther 
better off if people 


new 
plant too 
said vice-president 
going to be 

living around us 
doing and under- 
stand our problems, than if we're just 
four walls and a sign board to them.” 


“we're 


know what we're 


Food Machinery carries the same 
concept of spreading understanding 
right down to its own employees, 


hires college professors to lecture 


them and their families on the mean- 
ing of tree 
Allied Chemical. 


bac K 


enterprise 

which just a few 
from its hard 
shell of corporate secrecy, is working 


years emerged 
hard to become a deft practitioner of 
the art of public and community rela- 
tions. To help overcome the absentee 
ownership stigma, Allied, for example 
tries wherever possible to “fill jobs at 
Officers of the 
company last year delivered some 200 


talks before clubs, societies, and scien- 


9 
a community level 


tific groups 
Du Pont, partly because of its size 
is probably the most conscientious 


practitioner of good public and com- 


munity relations. Taking an unusually 
broad view of public relations 
du Ponters considered this one of 
their principal 1954 accomplishments 
in this field: “for the first time in a 


number of years, substantial price re- 


ductions in a considerable number of 


our most important have 


effected 


products 
been 


STOCKHOLDER RELATIONS 


CHEMICAL companies are much sought 
after by investors for their progressive 
attitude toward research, product de- 
velopment and 


receptivity to new 
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: 


if 


for molecules and atoms, no fringes 


ideas, Yet the industry harbors some 
of the last die-hard practitioners of 
the <> dageao-tecfienaeal school of 
stockholder relations 

Union Carbide, for example, a bil- 
lion-dollar company with more than 
100,000 stockholders, keeps well to the 
sketchy side in releasing figures to its 
owners, makes few efforts to rende1 
its annual report graphic and read- 
able 

Du Pont, normally glib and per- 
suasive in dealing with the public, 
puts on its banker face when talking 
to stockholders. Its tabloid-size annual 
report, though freer with figures than 
Union Carbide’s, does little to educate 
stockholders in the complex and far- 
flung nature of the business. Du Pont’s 
report, however, has one solid virtue 
it is written in simple, direct language, 
free of the promotional material and 
the heavy-handed enterprise” 
cliches which tend to reduce American 
economic meaningless 


“free 


freedom to a 
banality 

Allied Chemical’s report is now one 
of the industry's best. The company, 
however, still does not send interim 
reports to owners unless specifically 
requested to do so 

Slickest interesting an- 
nual report jobs in the industry were 
Kodak's, Monsanto’s and Food Ma- 
chinery's. At the other extreme stands 
Rohm & Haas, whose annual reports 
tell owners little they could not read 
The management, 
which owns more than half the stock, 
apparently is convinced that the pub- 
lic stockholders can get along without 
much information. Standing in an “an- 
nual report” class by itself is Texas 
Gulf's two pages of sketchy figures 
and a platitude-studded, half-page 
letter from President Fred Nelson 


and most 


in newspapers 
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™ Relates Relations Relations 
International ($207.4) * 95 85 75 90 
Crown Zellerbach (315.8) 95 95 95 95 
St. Regis (191.3) 90 85 90 90 
Kimberly-Clark (152.1) 95 90 90 90 
West Virginia (138.0) 90 90 85 85 
Seott (125.0) 95 95 95 90 
Champion (119.3) 90 95 90 95 
Marathon (118.6) 90 90 85 90 
Robert Gair (94.0) 85 —_ 80 85 
Union Bag (92.0) 90 90 95 90 
Mead (88.0) 90 90 90 90 
Container Corp. (87.4) 90 — 80 95 
National Container (80.1) 85 — 75 85 





*In parentheses: Assets (in millions) as of December 31, 1953. 





PAPER 


As papermen entered 1954 they felt 
little concern over their industry's 
long-range future. Market studies as- 
sured them that by 1960 swelling pop- 
ulation and multiplying end uses will 
demand an 80° output increase over 
1953. “What worried us,” confessed 
one, “was the immediate present. 
Since World War II we had boosted 
capacity 30.5% and production by 
43% and no one was sure we could 
keep up the pace.” 

They could have saved themselves 
any loss of sleep, for as papermen 
wrapped un the year they had to 
agree with |ast fall’s orators that 1954 
had truly been “the second best” on 
record. Estimated paper and paper- 
board production at the end of the 
third quarter was only 1% below 
1953’s record 19,869,000 tons. Overall 
totals were depressed by paperboard, 
which slumped 4% despite booming 
construction needs (for building 
board). Yet, even paperboard output 
had never been higher—except in 
1953—and by October's end that prod- 
uct gave signs of coming out of its dip 

A cross-section of industry results 
showed sales slightly down, customer 


of a rising market. No longer wor- 
ried, papermen hoped to repay inves- 
tors’ confidence last year by produc- 
ing close to the 24,600,000 tons they 
turned out in 1953. 


WM ANAGEMENT 
Bic President Roy K. Ferguson, who 
raised St. Regis Paper Company from 
a Wall Street dog into a stock fan- 
cier’s pet, struck papermen’s domi- 
nant mood at year-end. “We're 
pleased,” he observed, “at the degree 
of stability the industry shcwed this 
year. We didn’t look for any ad- 
vances, but rather a consolidation of 
advances, and that’s what we got.” 
To St. Regis, consolidation meant 
advance. Slipping second-quarter sales 
snapped back by the end of Septem- 
ber to top 1953’s by $2 million and 
pretax profits dropped only $200,000 
despite rising costs. Encouraged 
enough to guess at the future, Fer- 
guson predicted that 1955 “won't be 
a flash, but a steady creeping for- 
ward.” If he is right and is contented 
to creep, it will be the first time that 
the 61-year-old redhead has slowed 





$20.4 


Moreover, to make his deal one of the 


million for fresh expansion 
neatest of the year, sinking fund pay- 
ments ten 
years, giving Ferguson, in effect, a full 
decade of fiscal freedom. Sole restric- 
tion is that working capital must not 
drop below $50 million 

Although St 
everything multi-wall 
(36°, of 1953 sales) to laminated and 
injection molded plastics (11°;), di- 
1954, Fer- 
Pittsburgh's 
tainer-making Superior Paper Prod- 
ucts Co. in April, expects that this will 
likely lead “to larger participation” in 
the fiber container field. In partner- 
ship with North Canadian Oils, Ltd 
he contracted to build and operate a 
bleached kraft pulp (for food 
tainers) mill in Alberta (Forses, Oc- 
tober 15, 1954). In the U.S., with The 
and Florida Gas & Oil Co., 
he started hunting oil on 10,000 acres 
of Florida land 

A few 
New 


and one of its best papermakers Was 


need not be started for 


Regis is already in 


from bags 


versification continued in 


guson acquired con- 


cone- 


Texas Co 


blocks away from St. Regis’ 


York office, the world’s biggest 


also looking toward Canada for new 


inventories thin, costs up, and net from a gallop in many a year. profits. With the second unit of his 
profits saved by tax cuts. For future Roy Ferguson took on depression- Natchez, Miss, bleached sulphate mill 
months, West Virginia Pulp and Paper doped St. Regis, a paper-utility hy- in production, Chairman John Hin- 
Company’s David T. Luke, Jr., ob- brid, in the dark 1930s, made it into man had figured 1954 as a year in 


serves, “demand is strong, and prices 
are firm.” 

By performing well in 1954 while 
other industries wavered, the paper 
industry proved that it should no 


the third biggest producer in the in- 
dustry. To get abreast of better- 
heeled rivals over the years, Fergu- 
son borrowed heavily, ran up bills of 
$52.6 million by last year. While crit- 


which to wait for demand to catch up 
But late last year 
165,000-ton mill 

holdings of 


with new capacity 
the 


Canadian 


he bought and 


The 


a $67.1 million (assets) 


other 
Brown Corp 


longer be called “the barométer of ics unfavorably compared debt-sad- producer. For roughly $5 million, 
business.” The label has been made dled St. Regis with debt-free Inter- Hinman’s deal included 2,500,000 
meaningless by postwar diversification national, St. Regis’ canny president woodland acres—too good an oppor- 


into packaging, sanitary, household 
and building products. Wall Streeters, 
who were once the worst of paper's 
fair weather friends, were well aware 
of the change. Paper shares, many 
boasting handsome dividends, spent 
much of the year in the vanguard 
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was fully earning his $92,820-a-year 
se.ary. He persuaded an insurance 
company group to buy $73 million 
worth of 3%% sinking fund deben- 
tures due in 1979. With the money, he 
retired all other debt (some of which 
was due as early as 1963) and got 
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tunity to pass up in an age when siz- 
able the lifeblood of 
papermaking, are getting scarce. The 
acquisition also added a new line of 
bleached pulp to his Canadian pattern 
of three mills three 
dissolving pulp mills 


timber plots 


newsprint and 











C-Z's ZELLERBACH: 
best in the West 
Although he had set aside no new 
money for expansion last year, Hin- 
man's management is far too good to 
ignore improvement and replacement 
needs, At Philadelphia, for example, 
he sank $3 million into a new milk 
container plant to take the place of 
an old one at Norristown. Yet, while 
International Paper's growth rose and 
tax-aided net eased up 4.2% by the 
end of nine months, sales dropped 
from 1953's $506.5 million to $498.5 
million. Paper fans on Wall Street 
however, refused to worry, forced IP 
common up so high that directors cut 
the usual year-end stock dividend to 
50.*. IP didn't worry either. “It's a 
general industry trend,” said Secre- 

tary W. A. Hanway 
Ignoring the trend, the nation’s 
second-largest paper maker, Crown 
Zellerbach Corp., went on growing 
phenomenally and increased sales and 
net at the same time. Gross in the 
first half of fiscal 1955 (year ends 
April 30) was up 2.1% over the 1953 
period and pretax profits were up 


Lie. With  tissue-making Scott 
Paper Company now on the West 
Coast and with Marathon Corp. 
broadening its distribution, Crown 


Zellerbach's President James David 
Zellerbach, 62, felt his lush western 
market threatened, He prepared his 
counterattack with the kind of strat- 
egy that has made his the best-man- 
aged company in the industry. Zel- 
lerbach started to build a new sani- 
tary tissue paper machine at his re- 
cently acquired St. Helens, Ore., mill, 
stepped up pulp production. 

In Canada, he bought a site for a 
new converting plant near Vancouver 
and started to engineer a 400-ton-a- 
day kraft pulp mill on Vancouver Is- 
land to complement a new paper mill 
at Antioch, Calif 

A glance at the trend of West Coast 


*New York Stock Exchange rules re- 
quire thet the market value of a stock 
dividend may not exceed the amount of 
net earnings retained. 














PULP-BEATING VAT: 
not as full as in 1953 


population in recent years establishes 
that much of Crown Zellerbach’s good 
fortune can be credited to being in 
the right place at the right time. But 
more ol it management 
that lives by its professed philosophy 
“to plan for the future so that busi- 
ness needs ¥ 
Each official, 
“well-defined progress is made toward 
overall objectives.” To 


goals in reach 


is due to a 


may meet anticipated 


yeal says a company 
keep future 
Zellerbach has about 
$99 million in working capital to call 
on, of which $37 million was in excess 
of minimum working 
sum 


balances, an 
“adequate’ 
A similar 


occupied the 


concern for the future 
Champion Paper and 
Fibre Co, last year, although the Rob- 
ertsons (father Reuben, 75, chairman; 
son Reuben, Jr., 46, president) suf- 
fered a lower pretax performance, In 
fiscal 1954 (ended March 31), they 
$9.2 million on their “more or 
less continuous expansion program,” 
and they will spend $8 million more 
in fiseal 1955 for plant integration 
Major efforts in the next year or two 
that are intended to keep Champion 
performing like one will go to laying 
ground work for future growth. Steps 
being taken, explains an official, are 
“to improve product quality and re- 
duce costs.” Sales, research and new 
products are also getting attention 

With about 40% of operations in 
publication papers and food-packing 
stock, the Robertsons are well-placed 
to cash in on the rising circulation of 
quality magazines (they have a long- 
term contract with Time, Inc.) and 
the nation’s growing population, 
which is downing more and more 
packaged food 

Even more firmly tied to printing 
papers (61% of output), Chairman 
Sidney Ferguson of The Mead Corpo- 


spent 


48 








INTERNATIONAL’S HINMAN: 

he was consolidating 
ration was getting no more than or- 
dinary prosperity from his sales to 
publishers. His nine-months’ sales 
were some 2.1% below 1953's at the 
three-quarter mark. Pretax profits 
were down 11.2%, and net rose only 
6.9%, although taxes were off from 
59.6% to 51.6%. The damage was done 
by rising selling and administrative 
costs and bigger amounts set aside for 
depreciation and amortization. But 
Mead, the corporation’s Wall 
Street friends, is “conservative” and 
“its finances are better than its fig- 
ures.” What they mean is that Fer- 
guson prefers not to consolidate the 
full earnings of his subsidiaries in 
parent company statements, ‘where 
they might give him a seemingly bet- 
ter showing 

But the quality of Ferguson’s show- 
ing is due to become pleasantly ap- 
parent if a stable economy continues, 
regardless of bookkeeping. His 60°; - 
owned Macon Kraft Co., part of $54 
million postwar expansion program, 
has met its maximum debt amortiza- 
tion charges, is ready to pay a divi- 
dend. The new containerboard mill of 
the Rome Kraft Co. (also 60% -owned) 
started shipping early last year. If 
Rome runs at its full 200,000 tons a 
year capacity, Mead’s share should 
lift its annual sales as much as $17 
million. With rising demand forecast 
for both white paper and paperboard, 
Mead should quickly make up for last 
year’s headaches, a sample of which 
was the necessity to cut board pro- 
duction and the major rebuilding of a 
paper machine. 

While Mead was getting over its 
aches, West Virginia Pulp and Paper, 
whose money-making skill has long 
been a stellar attraction, suffered 
growing pains. In late 1953, the com- 
pany gobbled up container-making 
Hinde & Dauch Paper Co. (annual 
sales: about $45 million), shot up to 
the top six among integrated pro- 
ducers. While the addition gave Pres- 
ident Luke, 54, a sales potential of 
$165 million annually (vs. $117 mil- 


say 
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lion in 1953), the sudden growth cut 
pretax earnings 5% in the first three 
quarters. Luke plans eventually to 
concentrate containerboard production 
in the most efficient units of the en- 
tire company and close down the less 
modern units. Then, as H&D 
tracts with outside suppliers taper 
off, he will feed the new subsidiary a 
bigger chunk of West Virginia’s pro- 
duction. Last year only 50,000 of West 
Virginia's 300,000 tons of container- 
board went to H&D although it con- 
sumed 200,000 tons from all sources 

“I doubt very much,” Luke says, 
“that it will ever be advantageous for 
us to integrate completely with H&D 
but we hope to reach a fairly high de- 
gree of integration within three o1 
four years. Our problem in future 
will be to increase our production to 
a point where we will be able to sup- 
ply H&D with the bulk of its board 
needs and at the same time to supply 
the independent boxmakers who now 
buy the great percentage of our out- 
put.” 

Another of West Virginia's plans 
was not soothed any by the indus- 
try’s overcapacity in kraft linerboard, 
but the traditionally ultra-conserva- 
tive company had a bold answer fot 
that too. Luke recently introduced a 
new type of linerboard with a color, 
surface and ink receptivity that he 
claims is better than any natural fin- 
ish kraft liner now on the market 
Supporting his claim with cash, he 
will install a machine to make the 
product at his Charleston, S. C. mill, 
then add more new equipment to 
bring the investment up to $13 mil- 
lion. “We feel that the corrugated box 
industry is strong and growing,” says 
he, “and we're planning along those 
lines.” 


Although Chairman Walte: 


con- 


Paep- 


cke’s big Container Corp. in Chicago 
has much the same idea, it saw sales 
drop 1.8% in the first nine months of 
1954. But several new and more ef- 
ficient plants helped lift pretax profits 





WEST VIRGINIA’S LUKE: 
growth can be painful 
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6.6%, and net (with an assist from 
lower taxes) a solid 45°. While Luke 
was busy absorbing H&D, Paepcke 
made news in 1954 by quietly picking 
up 340,000 shares (and control) of 
The Mengel Co., “the largest con- 
verter of the materials we make.” 
The acquisition was not difficult for 
Container to finance, for at the year’s 
half-way mark Paepcke’s corporate 
pocket bulged with $15.1 million in 
cash and U.S. Government securities 
and total current assets ran to $40.7 
million, four-to-one over current lia- 
bilities. The largest maker of ship- 
ping cases in the U.S., Containe: 
Corp. is also its biggest producer of 
folding cartons. It 
papers or 


makes no 
but its paper- 
board output is second only to Inter- 


fine 
newsprint, 


national’s, far ahead of St. Regis’ 
Crown Zellerbach’s and West Vir- 
ginia’s 

Paepcke’s management excellence 


shows best in the light of his return 
on investment capital. In last year’s 
first half, he earned 19.8% on his 
capital as compared with 13.6% for 
Union Bag & Paper Corp., 11.9% fo: 
West Virginia and only 8.5% for 
Mead. “After all,” contends Paepcke 
“that return is what affects the share- 
holder most.” 

If the big-time operators ached as 
they grew bigger, National Contain- 
er's President Samuel Kipnis, 68, had 
a right to far more severe pains. In 
1954, he got them. Kipnis, more than 
any other major papermake1 was put 
into big business by World War I 
and the postwar scramble for goods 
As recently as 1945, National's yearly 
sales were a mere $18.7 million and 
total assets just edged $15 million. At 
the end of 1953 sales hit $63.2 million 
and assets were over $80 million 

As the only president National ever 





earnings required a hard pull, too 


had, Kipnis wre into the postwar pe- 


riod with the energy of a john- 
nie-come-lately, grabbed business 
wherever it showed, came out with 


about $21 million in debt and 470,685 
shares of convertible preferred ahead 
of his common stock. He also boasted 
an elaborate jewel of a mill at Val- 
dosta, Ga. To date, Kipnis has done 
than 


trade 


lar more in a hard-to- 


whether he 


survive 
But can 
pit management ability with stronger 


get-into 


companies in the long run remains to 
be seen. Last year he did not do well 
When National finally opened its 
$23 million mill at Valdosta, the pa- 
perboard 
only 87 


eal lier 


industry was running at 


of capacity vs. 95% a year 
Its output raised Kipnis’ sales 
by 17.3 in the months 
But starting-up costs tamped pretax 
net down 18.6°) and net was off 16.4% 
Yet there is a that if 
National converting 
facilities enough to use up Valdosta’s 
and the mill 
stockholder 


and 


first nine 


good chance 


can expand its 
tonnage runs smoothly, 
Kipnis (185,278 
owners are in for 
will still 
ups and downs of the con- 


biggest 
shares) other 
better times 
suffer the 


taine! 


although he 


business 


Last year that kind of fluctuation 
plagued 90-year-old Robert Gair Cu., 
which also concentrates on folding 
cartons and containers. Chairman 


Dyke 


sales to a 1.9% 


George E managed to hold 
the first 


three quarters, but net income plum- 


drop overt 


meted a sickening 19° 
Dyke focused his 
steady management eye on lush West 
Coast acquired the Angelus 
added $4 mil 


sales potential. He is also 


To strength- 
en his position, 
territory 
Paper Co 


lion to his 


and about 


counting on his 60°. -owned Southern 


Paperboard Corp., which has recently 


completed a $5 million addition to its 


kraft paper mill, bringing its daily 
capacity to a total of 685 tons 
Dyke's return on capital (8.87) 


might be improved with diversifica 


tion into less volatile lines or with a 





MEAD'S PERCUSON: 


profit down 


potential up 











JUMBO PAPER ROLL: 
the future looked just as big 


bigger move into the South, where 
Union Bag & Paper first showed the 
industry how to make money from 
fast-growing, low-cost slash pine 

Down in Dixie, the sales outlook 
was bright for Union, the nation’s 
biggest maker of grocers’ and special 
kraft bags (rbout 20% of all domestic 
production). It is also nearing St 
Regis in multi-wall bag output. 

President Alexander Calder, 70, is 
about to get the payoff from an ex- 
pansion scheme that sent his primary 
paper and board capacity soaring 
500,000 tons in 1952 to 630,000 
If he is able to keep demand 
high (sales were off 14% and pretax 
profits 2% in the first half of 1954), 
Calder’s profits should soon begin to 
show the results of the careful engi- 
neering that went into his Savannah 
plant, the world’s largest integrated 
kraft paper and board mill. Another 
Calder ace is a sales engineering de- 
partment from which came a hatful of 
the ideas that have packed thousands 
of different products in paper in the 
postwar period. 

While Calder, Kipnis and Dyke had 
overcapacity problems to overcome, 
the market for sanitary papers seemed 
insatiable. Big Kimberly-Clark’s sales, 
for example, slipped only 2.6% in its 
first half (its fiscal year ends April 
30). Pretax profits were up 2.7% and 
net soared 32% above the same period 
of the year before. 

Although Kimberly-Clark is also 
known for fine coated printing paper, 
cellulose wadding, from which sani- 
tary napkins and tissues are made, 
accounts for 61% of its output. Kim- 
berly-Clark’s products are sold under 
the trade names Kotex, Kleenex, Fibs 
and Cellucotton by International Cel- 
lucotton Products and can be counted 
on to continue to produce a steady 
flow of profits. The attraction of con- 
sumer lines was underscored when 
Chairman Cola G. Parker, 64, intro- 
duced items like creped wadding 
wipes, vacuum cleaner bags and new 
intaglio-printed wallpapers, all of 


from 
tons 


K-C’S PARKER: 


consumers mean cash 


which have repeat sale possibilities 
to homemakers 

Closest in product mix tc Kimberly- 
Clark is Scott Paper Co., which var- 
ies the pattern by marketing its own 
output (80° of sales are to grocers). 
Big, affable President Thomas B. Mc- 
Cabe, 61, doubled his common, upped 
his debt to $10 million and took over 
three new companies in 1954 (Forses, 
November 15, 1954). At the same 
time he pushed booming sales up an- 
other 9.3 
the first 
“Scotties 


(net was up 27°) during 
months, by selling 


at a rate 


nine 
his facial tissue, 
Kimberly-Clark’s Kleenex couldn't 
afford to sneeze at. “For more than 
12 months,” says McCabe, “we haven't 
been able to keep up with the de- 
mand 


New 


paper napkins, another spec- 
tacular success (“they look and feel 
like linen”), have kept Scott's mills 


running 24 hours a day, seven days a 
week. With the quality of Scott's 
management speaking for itself, Wall 
Streeters expect it to shatter its 1956 
sales target of $300 million a year like 
an old-style 
water jet 
Although McCabe's ability to make 
a plan, work by it and make money 
impressed all observers last year, 
canny Chairman David Clark Everest 
at Marathon Corp. has been doing 
much the same thing for years with 
little or no fanfare. In the first 


facial tissue under a 


nine 
months last year (fiscal year ends 
Oct. 31), his sales bucked the trend, 
rose 5.8" Pretax earnings zoomed 


42%. Unlike most of his rivals, he paid 
more taxes (55° vs. 49%), but net 
still went up 24° 

Everest, however, had no intention 
of resting on the profits he has built up 
from food-packagings. To expand his 
line, and to cut into Scott's and K-C’s 
mushrooming market, he acquired 
Northern Paper Mills, added paper 
towels, facial tissues, napkins and 
toilet tissues. With a full line of con- 
sumer products, he can now afford to 
advertise nationally, let one product 
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help to sell the other as the Marathon 
name becomes better known. 

Marathon, however, still does not 
have the single dependable consumer 
item that Scott has in toilet tissue 
(50% of McCabe's sales), nor is it 
even close to 61% of sales that Kim- 
berly-Clark garners from cellulose 
wadding. But consumer products now 
constitute about 25%, of Everest’s line, 
enough, investors think, to keep Mara- 
thon “creeping,” as Ferguson suggests, 
well ahead of the industry. 


LABOR RELATIONS 


LaBor peace in 1954 was nothing new 


for paper men, whose unions are 
among the most advanced in US. 
industry and whose bosses, like 


Scott’s McCabe, are constantly striv- 
ing to “strike a spark in a man that 
will bring out his best, both for him- 
self and his company.” 

As a leader in its field, Scott’s labor 
relations department uses a variety of 
matches to strike the spark. Because 
of outstanding sales, Scott employees 
have not lost work for lack of orders 
in over 30 years. They can go through 
college helped by company money, 
half of them own company stock, and 
all of them get an annual grounding in 
paper’s progress through Scott’s fa- 
mous “How Are We Doing?” program, 
which discusses the annual report with 
diagrams, pictures and question ses- 
sions. Most important, Scottmen are 
treated as management's equals. Pres- 
ident McCabe often eats lunch with 
his crews at the Chester (Pa.) plant 
cafeteria 

International, on the other hand, 
provides good retirement, insurance 
and health plans, but makes no move 
to hand out annual reports until an 
employee asks for one. In other re- 
spects, IP avoids the curse of bigness 
by letting individual plant managers 
handle labor troubles as they arise. 

Between these extremes both Crown 
Zellerbach, which upped its share of 
the cost of employee benefits to 70% 
last year, and Champion have better 
than average records of good relations. 
Champion makes sure that employees 
get a copy of the annual report, a 
quarterly president's letter, a weekly 
publication and The Log, which is still 
one of America’s finest employee mag- 
azines. Although the Robertsons do 
not actually promote stock sales 
among workers, an employee group, 
with management's approval, help 
workers to buy Champion shares. As 
added attraction, pay scales are high, 
which has helped persuade half of the 
workforce to keep working for more 
than ten years. Champion's wages are 
well above the average for the in- 
dustry. 
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Marathon offers a choice of either a 
pension plan or a profit-sharing trust 
and Kimberly-Clark, operating in 
much the same area, furnishes em- 
ployees with a non-contributory pen- 
sion plan. Both are highly regarded as 
good places to work. K-C’s house 
organ will never win any prizes for 
style, but Cooperation nevertheless is 
filed with the chatty personal gossip 
that loses awards but wins readers. To 
accomplish the same purpose, St. Regis 
keeps workers informed by putting 
out individual house organs at most of 
its major installations, and its concern 
for payrollers in other respects has 
held 30%, of them over ten years. 

Unlike Scott and Kimberly-Clark, 
Mead has a reputation in labor circles 
for rigid rules, a strict adherence to 
labor’s rights and management's 
rights. But its policy is softened with 
a pension plan combined with a profit- 


sharing agreement that splits any 
amount over 6% earnings between 
stockholders and plan members. 


Workers have fared well, since Mead 
has returned higher on its money in 
every year of the plan’s life. The com- 
pany is wide awake in teaching its 
employees how they came by the 
extra money too. It puts out a spe- 
cial annual report for labor which, 
for smoothness of reading, could serve 
as a model for many a stockholder 
booklet. 


COMMUNITY AND 
PUBLIC RELATIONS 


To many a newspaper man, looking 
for the usual handout, pavermen seem 
press relations unconscious. But al- 
most every one of them has a com- 
petent public relations department, 
putting intelligent efforts where they 
will do the most good—in miil com- 
munities. 

The industry has long years of sin 
against the community to live down 
In the past, mill wastes have polluted 
streams, killed fish. Greedy axmen 
have denuded forests, and small, iso- 
lated mill towns were once held in a 
grip of iron. But in recent years, led 
by the American Pulp and Paper As- 
sociation, producers have done a 
creditable job of becoming good neigh- 
bors. 

West Virginia, for example, spent 
over $2 million at its big Covington, 
Virginia mill for a waste treatment 
plant that works on a scale once con- 
sidered impossible by the industry. 
The company frankly admits it has 
failed to do as well on air pollution 
problems but feels that “public knowl- 
edge of our efforts is helping to create 
a better understanding of the situa- 
tion.” Marathon, on the other hand, 
feels that it has no problems, contents 
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itself with tours and contributions to 
local charities. 

Starting with one of the biggest 
problems of any, by building in the 
depths of Georgia at a time when 
Yankee money was best liked when it 
stayed north, Union Bag has probably 
done the most outstanding single job 
of making itself welcome in the neigh- 
borhood. Scholarships, donations to 
local projects, plant tours and a genu- 
ine concern for the people around 
Calder’s big, new plant, has whipped 
up so much local pride that natives 
often show it off to visiting guests as 
though it were public property. 

Kimberly-Clark, a big operator in 
one-industry towns, has used similar 
techniques to advantage. It employs 
every communication media to keep 
townspeople informed, 
estry to Boy Scouts, sponsors a 
crippled children’s clinic. Champion 
goes in heavily for movies and tours 
(it recently drew 20,000 in four days) 
In Canton (N.C.) it went farther, 
donated a library to the town. 

One citizen in Chester (Pa.) voiced 
the local opinion on Scott: “I wish I 
worked there.” McCabe encourages 
this sentiment with a radio quiz on 
current events for high school stu- 
dents, which travels around Greater 
Philadelphia giving prizes for correct 
answers and planting the message, 
“Scott is a good place to work.” 

Reforestation, a program that reaps 
both goodwill and profits, is taught as 
a community service by International, 
Robert Gair, St. Regis and most other 
companies. To make itself better liked 
than it has been in the past, Interna- 
tional begins with school children, 
supplies them with tree-lore comic 
books, has done enough to prompt one 
southern business man to comment 
“You people in New York can buy all 
the stocks and bonds you want, I'll 
put my money in pulpwood.” 

Crown Zellerbach is even more ac- 
tive in a country where lumbermen 
once stripped vast areas of trees. In 
its town talks the company stresses 
that modern logging methods are in- 
surance that its trees “will never run 
out.” In one of the towns, CZ found 
that citizens believed rumors that a 
mill Zellerbach had just purchased 
would be abandoned. A full-page ad 
in the local newspaper scotched the 
gossip, was followed up with a quick- 
ened expansion program that silenced 
all doubters. 


teaches for- 


STOCKHOLDER RELATIONS 


Paper companies have plenty of slick 
stock on which to print whatever 
stockholders hunger for, and most of 
their reports are worth the paper they 
are printed on. International’s annual 
is filled with figures (with plenty of 
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charts to make the figures appealing), 
and usually carries a booklet on the 
latest in forestry. St. Regis’ is even 
better, more attractive, goes more 
deeply into operations. 

Union Bag’s booklet for 1953 did 
not go into the detail that appears in 
St. Regis and Champion (one of the 
best) efforts. Robert Gair runs a 
double page of product pictures show- 
ing what is packed in Gair containers, 
and Mead’s annual is one of the most 
readable. Unlike the leaders, National 
Container is skimpy with facts, tries 
to make up for it with pictures 

Most companies in the paper indus- 
try send out quarterly statements. 
Few of them are as good as Container 
Corp.'s, although Chairman Paepcke, 
like all 
with 


paper men, could 


improve it 
information on what his 
has been doing during the 
Scott, although its annual 
reads as though its management were 
word-wary, makes sure stockholders 
get quick word of the quarter's re- 
sults, and wisely 


more 
company 
per iod 


retains a top finan- 
cial public 


Marathon its stock- 
holders with samples of new products, 


relations agency 
literally sells 
employee publications featuring com- 
mercials and annual reports plugging 
products (“What's new at the supe 
market?”’) 
get its house organ 


Champion also 


investors 
a recent issue of 
which carried a story on why indi- 
vidual stockholders had picked Cham- 
pion for West 


Package 


investment 
the 


Virginia 


mails Laboratory 


News, and 


company 


out 


Union has supplemented 


materials with magazine 
articles 

Crown Zellerbach is easily a leader 
in stockholder relations, 
schedules talks by 


security 


regularly 
executives before 


analyst societies 


and other 
financially-minded groups in both the 
U.S. and Canada. Union Bag has also 
told its story to analysts and recently 
took 


houses, 


representatives of security 
investment insti- 
tutions on a two-day tour of Savan- 
nah, a junket still widely remembered 
in Wall Street 
Because of 
hold meetings in 
some out-of-the-way spots. Marathon, 
for instance, gathers owners at Raths- 
child (Wis.) and Kimberly-Clark 
drew 38 to Neenah (Wis.) last year 
Zellerbach, little to fear 
from meeting his bosses face to face, 
holds his meetings in San Francisco 
and is experimenting with regional 
gatherings in other cities. St. Regis 
drew a packed house at its New York 
meeting year, served up 
glowing figures, but 
sate stockholders’ hunger 


banks and 


their rural locations, 


papermen annual 


who has 


last some 


failed to 
Next year, 
some complained, the company should 
serve lunch 


sales 











RAILROAD 


Now you wonder why I'm a hobo 
and why I sleep in a ditch 
Well, it ain't because I'm lazy; NO 


I just don’t want to be rich.” 


Hobo Song 


In 1954, US 
ginning to 
point of view 


railroad men were be- 
understand the hobo’'s 

The year turned out 
to be one of the most vexing on rec- 
ord, Not since the Depression 
their years of bankruptcy, 
many of the rail carriers 
found it so difficult to make a dollar 

Like the knights of the road, the 
U.S.'’s railroads did not want to be 
rich. They just wanted to carry their 
share of the nation’s goods and, in 
return, decent profit for 
their Yet 
by midyear, some of the biggest, best- 


and 
had so 
nation’s 


realize a 


themselves and investors 


known roads on the country’s 400,000 
miles of track were up to their ca 
booses in deficits 

At the end of 1954's first nine 
months, in fact, the nation’s 130 Class 


I railroads (those with gross annual 
revenues of more than $100 million) 
had $394 million, a long 
step down from the $650 million they 
had earned in the same 
1953. By September, the 
the as a whole was bleak. Even 
if business picked up as much as rail 
roaders would, it 
hardly possible that they could earn 
any better 

$26.6 billion 
this yea 
they 

the 6 


respec table 


netted only 
months of 
outlook for 
yeal 


hoped it 


seemed 


than a mere 3% on thei: 


net property investment 
That is well below the 4.19 

earned in 1953 and a far cry from 
that 


minimum in industry 


return is considered the 








Public & 
Management Relations “Relatlons’ —. 
EASTERN 
Pennsylvania (83,119.6)* 80 80 90 90 
N.Y. Central (1,992.4) 80 75 90 85 
Bahimore & Ohie (1,309.7) 85 85 90 90 
Chesapeake & Ohio (984.4) 95 90 95 95 
Norfolk & Western (600.4) 90 85 
Erie (453.9) 85 80 90 90 
N.Y., Chie. & St. Louis (452.8) a5 &5 90 90 
SOUTHERN 
Southern (816.8) 90 85 90 95 
Illinois Central (676.1) 85 85 90 85 
Louleville & Nashville (642.3) 90 85 90 85 
Atlantic Coast Line (509.6) 80 85 85 
Seaboard Air Line (326.2) 90 80 90 85 
WESTERN 
Southern Pacifie (1,981.9) 85 85 85 85 
Santa Fe (1,498.8) 90 90 &5 85 
Union Pacifie (1,346.4) 95 85 90 90 
Great Northern (906.8) 85 85 85 &5 
Northern Pacifie (886.1) 80 85 90 85 
Chie., Milw., St. Paul (662.5) 85 85 85 85 
Chic. & North Western (535.0) 80 85 75 8C 
* In parentheses: Assets (in millions) as of December 31, 1953 
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Some roads, of course, were beating 
the averages; a Class I railroad is not 
always, in practice, a first-class rail- 
road. But in 1954, the basic cause of 
the railroads’ troubles was not 
management. Many lines were, in fact 
being run far more progressively and 
efficiently than ever (see below). The 


bad 


three main villains in the case were 
1) the business “recession” that lasted 
the fall, freight ton- 
nages of such normally profitable pay- 
loads as steel and coal; 2) a continu- 
ing loss of passenger and freight 
revenues to airlines, trucks, inland 
waterway carriers and private autos 
3) regulation by government, which 
continues to treat the 
industrial 
pable of managing their own affairs 
One of the few happy railroad men 
last year was actually a woman, Mrs 
Ethel Weber, general manager of the 
Pickens (South Carolina) Railroad 
which has 19 employees and runs one 
train over 9.3 miles of track Monday 
through Friday between 7:30 a.m. and 
4:30 p.m. Thanks to three cotton mills 
Mfg. Co 
right-of-way, the 
carried a steady volume of business 
The Class I however, did 
not enjoy Mrs. Weber's peace of mind 


into reducing 


railroads as 


second-class citizens inca- 


and a Singer subsidiary 


along its Pickens 


railroads, 


One of their continuing worries last 
year was where their next load of 
freight was coming from 


All in all, by the end of 1954’s first 
the share of 
the nation’s freight traffic had fallen 
to 51.7%, 
1946). The cost of running a railroad 
continued to mount. Costs of materials 
and supplies, for example, have risen 
60% since 1946 
60° of the railroads’ operating 
expenses, are up 69%. 


nine months railroads’ 


an all-time low (vs. 67° in 


wages, which repre- 
sent 


Where they have been allowed to 
the railroads have, out of sheer neces- 
sity, boosted both freight rates and 
passenger fares. But although this has 
resulted in increasing their average 
revenue per freight ton-mile from 98 
to $1.48 since 1946, and their revenue 
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per passenger-mile from $1.95 to $2.66, 
it has also produced a disturbing de- 
sertion of shippers and passengers to 


EASTERN ROADS—SEE HOW THEY RUN 


other carriers. Trucks, which hauled —— QTM FTH Ranking 
9% of all U.S. freight traffic in 1946, : 1953" +1954" 1959" ne = Boson 1953 (1034 
now carry 17.4%. Meanwhile the air- Norfolk & Western 71.3 15.4 29 9 317 72,331 72,311 1 : 
lines’ share of the passenger business Chesapeake «& Ohio 69.8 15.1 30.8 4 0 69,110 06,063 ¢ 2 
‘ N.Y., Chi., St. Louis 67.1 70.7 34.0 36.7 49,3447 52,558} 3 3 

has mushroomed from 5.9% to 21.8%. Erie 739 819 392 43.3 64,797 65.274 4 4 
The railroads have creditably re- Baltimore & Ohio 78.4 816 37.8 42.1 46,195 48,337 5 (tie) 5 
fused to take this situation lying down. Pennsylvania 82.0 842 41.0 45.0 51,410 54,956 5 (tie) 6 
More than ever before, they have N.Y. Central 82.2 85.7 41.9 454 48,908 50,283 6 7 


been going out to get the business. 
Many a corporation with a bustling 
new plant somewhere along a rail- 
road's right-of-way has put it there 
because the railroad sold it on the 
wisdom of locating where the road 
can handle its transport problems. 

The railroads’ sales job has also be- 
gun at home, with massive—and 
expensive—modernization programs, 
which have cost a total of $10 billion 
since war’s end. Trains are longer and 
faster, rails heavier, curves and grades 
fewer and easier. Dieselization has 
proceeded rapidly, with many lines 
completely converted. This year, for 
example, the railroads expect to in- 
crease their share of the $150 mil- 
lion-a-year business of transporting 
frozen foods by some 11.2%. Their 
ability to do so owes directly to the 
railroads’ determination to equip them- 
selves with the modern, mechanically- 
cooled “reefer” cars they need to do 
the job. The Santa Fe, which pio- 
neered in their development, already 
has 30 of them in use, wants 100 more 

The year also saw the railroads 
embarked on their most dynamic 
effort yet to meet trucker competi- 
tion: “piggybacking,” a name _ bor- 
rowed from the nursery to describe 
haulage of loaded truck trailers on 
specially designed flatcars. A few of 
the roads have been carrying truck 
trailers piggyback for years, notably 
the New Haven, which started back in 
1937, now hauls some 50,000 trailers 
a year for an annual gross of $2 mil- 
lion. This year, however, a dozen 
other big roads, from the Erie to the 
Missouri-Kansas-Texas (“Katy”), 
have hopped aboard the piggyback 
bandwagon. The mighty Pennsylvania 
has ordered 200 new piggyback flat- 
cars (cost: $2.8 million). The New 
York Central has earmarked $2 mil- 
lion for six piggyback terminals, ex- 
pects to add some $80 million a year 
to its revenues. 

Passenger losses were still, as ever, 
the railroads’ biggest problem. Last 
year they wooed the travel trade as 
never before with such incentives as 
reduced family fare plans, time-sav- 
ing ticket machines, luxurious vista- 
dome cars. But the most they could 
hope for was to reduce their passenger 
losses through larger volume. There 
was little chance that they could end 
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* First ten months. ¢ First nine months 
(Operating ratio is the % of total operating expenses to total operating 
revenues. Transportation ratio is the cost of moving freight and passengers per 
$1 of income. GTM/FTH is gross ton-miles per freight train hour 


Ep.) 








STAR OF THE EAST is still the coal-championing Norfolk & Western with 
the best transportation ratio and GTM/FTH in the region and an operating 
ratio just behind smoothly-run C&O, but not nearly as close to the cost- 
watching Nickel Plate. The Erie’s operating ratio bounced eight points higher, 
biggest Eastern jump, and neither of its ratios were as impressive as B&O’s, 


which nevertheless did not even approach the Erie’s freight figures 


The 


Pennsy and the Central were still trying to climb out of the Eastern league's 


statistical cellar. 


when 
commercial 
movement, the railroads’ 
share of the business has fallen to 
45.3%. Altogether the railroads have 
lost some $700 million on passenger 
operations since the war, even before 
car rentals and fixed charges. These 
losses have cancelled out 38.9% of the 
railroads’ freight earnings, a figure 
that the National Association of Rail- 
road & Utilities Commissions has de- 
scribed as “tremendous ... staggering.” 

Unlike other industries, which can 
discontinue unprofitable products or 
services, the railroads are powerless 
to eliminate their money-losing serv- 
ices. More often than not, the Inter- 
state Commerce Commission and local 
commissions forbid it. A survey in 


them. Since World War II, 
trains carried 64.2% of 
passenger 





C&NW PICCYBACK: 
from the nursery, a dynamic effort 


53 


1951 
senge! 
thei: 

them are 


1,200 
which 


scheduled 
failed to earn 
out-of-pocket costs. Most of 
still running, still losing 
money. Meanwhile, in petitioning the 
ICC for rate boosts since World War 
II, the railroads have had to wait an 
ICC to 
make up its mind, continuing in the 
interim to meet the higher costs that 
brought about the petition 


disclosed pas- 


trains 


average 942 months for the 


For this sad state of affairs, the rail- 
roads blame the regulative agencies, 
which not only hem them in with red 
tape, but actually give preferential 
treatment to competing carriers. This 
year, on top of subsidies and air mail 
pay, the airlines have been carrying 
first-class mail experimentally. Thus 
the railroads have had mail business 
snatched them without 
lessening, by as much as a 3c stamp 
their cost of carrying what is left to 
them. Trucks, the railroads incessantly 
proclaim, do not pay nearly enough 
for highway construction and main- 
tenance, whereas nobody compensates 
the railroads for laying new track or 
leveling an old grade. 

This discriminating policy, the rail- 
roads sadly, also extends into 
several states. Last April, the Virgin- 
ian Railway, a coal carrier by trade 
but a passenger hauler by tradition, 
petitioned a state commission for per- 
mission to drop one passeenger train 
it has run between Norfolk and Roa- 
noke ever since 1909. Reason: in 
1953, it carried only two passengers 
per train mile 
swer: no 

The encouraging thing, as 
business began to pick up at year’s 
end, was that at long last the railroads 
were going out to meet competition 


away from 


say 


The commission's an- 


most 














CHAIRMAN YOUNG: 


with competition. As for irksome laws 


and regulations, the railroads had 
learned to live with them, even if 
they were not resigned to them. But 


like a Kansas law, still on the books, 
some of them made very little sense 
It provides that: “When two trains 
approach each other at a crossing, they 
shall both full stop and 
neither shall start up until the othe 
has gone,” 


come to a 


MANAGEMENT 


LAST year, as always in times of ad- 
versity, the Eastern railroads bore the 
heaviest burdens. At the New York 
Central, the nation’s second-largest 
carrier, the fight for business 
accompanied by a struggle fo 
trol, After a _ bitter 
campaign, Central stockholders un- 
seated the two-year-old regime of 
William White (who went off to head 
up the Delaware & Hudson), brought 
their $l-a-year chairman un- 
orthodox, unpredictable Robert Ralph 
Young, who left the C&O to seek the 
job . 


was 
con- 


name-calling 


in as 


the count 
was in was to raid the Denver & Rio 
Grande Western, bring its Executive 
Vice-President Alfred Perlman, a 51- 
year-old Man- 
president 
mighty 
biggest 
found itself a 
new president, but without corporate 
»eadrolling. When Walte: 
Franklin reached retirement age, he 
stepped aside to make room for James 


Young's first move after 


railroader, to 
Central's 


caree! 
hattan as the 
Some 15 blocks away, the 
Pennsylvania, the 
tonnage 


nation’s 
carrier, also 


veteran 


* The New York, New Haven & Hartford 
also underwent a stockholders’ revolt in 
which Wall Streeter Patrick McGinnis 
snatched control away from Frederick 
C. (“Buck”) Dumaine in an equally 
bitter fight 





GRAND CENTRAL TOWER: 


something was definitely im the air 


Miller Symes (rhymes with hymns) 


an old Pennsy hand who stepped 


briskly up from the executive vice 
presiden y 


Thus 


the Central and the Pennsy were be- 


from about midyear on, both 
with new brooms. The main 
that 
Central, Chairman 


ing swept 
diffs rence was the 
raised. At 


dust was 
Young 
began a series of reorganizing moves 
accompanied by continued loud blasts 
of publicity. At 
Symes 


gran ol 


Pennsy, President 


began an equally drastic pro 
improvements in relative 
quiet and privacy 

One of Young's first targets was the 
$6,701,856 deficit he estimated he had 
White regime 


Cutting it down to size meant slashing 


inherited” from the 

payrolls and eliminating unnecessary 
facilities. It 

money to 


also 
make 


One such venture was to order 


track and terminal 


meant spending 


money 
one fast, light weight Talgo-type pas- 
senger train (also ordered by the 
B&O, C&O, Santa Fe and New Haven) 
Young also proclaimed his intention 
in very general manner, of renovating 
Manhattan's Central 
Station, called in real estate experts 


for Suggestions as to 


famed Grand 


how best to 
utilize the air rights over the depot 
which runs up a $24 million annual 
deficit. One 
world's biggest commercial building 
Down the track, the Pennsy also 
had a similar notion of making spraw!l- 


plan: construction of the 


ing Penn Station pay its way, investi- 
gated the possibility of putting some- 
thing big (possibly a convention and 
merchandising showcase) over the 
sub-pavement ticket rooms and track 
platforms 

But these developments really rep- 
steak; the 
meat both roads most badly needed 
revenues. At 
months the 


resented more sizzle than 


bigger slice of 
the close of the first ten 


was a 





PRESIDENT PERLMAN: 


Central's revenues dropped off 16°; 
It did cut expenses 12%, and got a 
break on taxes. But it wound up just 
the same with a deficit of 41c a share 
as compared with net income of $4.66 
a share in 1953's same months. Young 
that the deficit would 
be wiped out by year’s end, but the 
Central at best seemed unlikely to 
wind up with much more than 50c a 
share (vs. $5.27 in 1953) 

The Pennsy managed to get into 
the black a little earlier in the yea: 
than the Central, something of a re- 
versal of the usual order of things 
And it managed to do so despite the 
fact that at midyear its traffic volume 
was off 20°7,, revenues down 19%, and 
operating income off 60°,,. For a while 
it seemed possible that Pennsy’s 106- 
year record of continuous dividends 
might be broken. But in Septembe: 
it piled up enough profit to wipe out 
the deficit that had accumulated 
earlier in the year, paid out a token 
75c dividend, half of 1953's. At the 
nine-months’ mark, the difference be- 
tween profit and loss was desperately 
thin: only le per share net profit, as 
against $2.18 in 1953. For the year, it 
will probably be $1.25 to $1.50 a share 
vs. $2.81 for the past two years run- 
ning. Even on this record, howeve1 
Pennsy’s Symes looked like one of 
able railroad men in the 
eastern circuit 

While boxcars bearing the Pennsy’s 
keystone and the Central's goose egg 
were piling up in Eastern switchyards, 
so were others bearing the Erie’s dia- 
mond, the Nickel Plate’s squares 
and the circles of the Baltimore & 
Ohio, the Chesapeake & Ohio and the 


was confident 


the most 


Norfolk & Western. Not one majo: 
Eastern road came through un- 
scathed. 


In Virginia, the ably-run Norfolk & 
Western, famed for its “Precision 
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Transportation,” suffered a precise 
130, decline in revenues for the first 
nine months of the year. In so doing, 
it inadvertently taught the Pennsy 
how it felt to be a stockholder; Penn- 
sy owns 2,400,000 shares (45°) of 
N&W's common. But it was running 
in good company. Like the N&W, the 
B&O, the nation’s oldest and sixth- 
largest carrier, also lost revenue: a 
19%, drop in its first eight months 
C&O’s gross tumbled 13°;, the “High 
& Wide” Erie’s 18% (9 months), the 
Nickel Plate’s (7 months) 15%. 

Yet there was not a road in the 
East which, given half a break in 
traffic, would not have done much 
better by its shareholders. A case in 
point is R. H. Smith’s Norfolk & West- 
ern, whose stock dipped down to 39%, 
the lowest price since 1942. One of the 
most efficiently-run Eastern roads, the 
N&W gets 58% of its revenues from 
coal traffic, off heavily this year. Its 
31.7% transportation ratio (cost of 
moving freight and passengers per $1 
of revenues) is second to none (Cen- 
tral’s 45.4% is at the other end of the 
pole). A careful cost-cutter, N&W’s 
75.4% operating ratio (total operating 
expenses to total operating revenues) 
is matched only by the C&O’s (an- 
other big coal hauler) and surpassed 
only by that of Lynne White's Nickel 
Plate (68°; in 1953, 72.6¢, in the first 
quarter of 1954). 

The big difference between Smith's 
N&W on the one hand, and White's 
Nickel Plate and Paul Johnston's 
Erie on the other, is not one of per- 
formance but of perspective. Smith is 
almost as dedicated to coal as John L. 
Lewis: his line carries it, runs on it 
and owns it (205,000 acres of leased 
coal land). 

Railroaders White and Johnston are 
coal-conscious, too. Coal brings in 
24% of Nickel Plate revenues, 8°; of 
Erie’s. But both are aggressive diesel- 
izers. Last year the Nickel Plate spent 
some $6 million on new equipment, 
including 25 diesel locomotives, and 
the Erie, with the heaviest freight 
density in the East, is already through 
dieselizing (though Johnston admits 
to a “nostalgic feeling” about the old 
steamers). On the other hand, the 
N&W, true to coal as a fuel, last year 
took delivery on the biggest single- 
unit steam turbine locomotive ever 


built, a 161-ft., 586-ton, 4,500-h.p. 
behemoth. 
At the Chessie, C&O President 


Waiter Tuohy and new Chairman 
Cyrus Eaton are a lot less worried 
about the coal slump than they used to 
be. This year, for the first time in 
C&O history, coal, which in 1953 
constituted 62% of all C&O traffic, 
will rank second among the road's 
moneymakers. First will be merchan- 
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dise, which was 30% of C&O’s busi- 
ness a decade ago, will account for 
half of the Chessie’s traffic in 1954. 
“Coal,” Walter Tuohy flatly declares, 
“is not going to win back ail its former 
markets.” 

Tuohy carefully adds, however, that 
coal will maintain “an undisputable 
position for a long time to come,” and 
will be a big contributor to C&O 
earnings. Nevertheless, Tuohy is 
shrewdly charting C&O’s progress on 
its versatility, not on the basis of its 
historic dependence on one commod- 
ity. He wants to keep his coal busi- 
ness, but not depend too much on it. 

“The real test of management's 
ability,” says Tuohy, “is its success or 
failure to operate a property at a 
profit in a depressed business climate.” 
By this criterion, C&O’s history is 
exceptional. A consistent earner 
($6.05 per share in 1953), it has not 
missed a dividend since 1922. This 
year, Tuohy has effected such econ- 
omies as consolidating car repai 
facilities, making more efficient use 
of his 696 diesels. Results: a $1.5-mil- 
lion cut in expenses, a $5.5-million 
reduction in debt. In 1955, Chessie 
will get aid in figuring out new ways 
to save from Remington Rand’s Uni- 
vac, will thus become one of the 
handful of companies using an elec- 
tronic brain for corporate problems. 

Save for the similarity in their 
initials, the C&O and the B&O have 
little in common. B&O’s Howard 
Simpson, however, needs no Univac 
to know where to start using the 
economy ax. Last year the “Beef- 
steak & Onions” sliced its burdensome 
$500-million debt by some $40 million, 
bringing its fixed charges down to 
a more easily borne $22 million. B&O 
also completed a vast dieselization, 
modernization and construction pro- 
gram and plunged into piggybacking. 

But there was no such solution to 
be found to another problem: the 
drop in its coal business, which ac- 





counts for 42, of B&O traffic, 25%. of 


revenues. In the first eight months, 
B&O's net income was off 48%. But by 
slashing expenses with both hands, 


Simpson was able to keep his oper- 
ating ratio from rising higher than 
81.8% (vs. 78.6% in 1953). Outlook 
for 1954 as a whole: $1.35 per share 


net vs. $3.31 in 1953 
Unlike the Eastern roads, whose 
tracks run mainly east-west, the 


Southern roads look north and south. 
What 


was pretty 


however, 
On 10% 
Illinois Central, 
with Wayne Johnston at the throttle, 
earned 36° 


they saw last year, 
much the same 
less revenues, the 
less profit in the year’s 
first seven months. “As it now stands,” 
observed Johnston, “railroads are like 
with one hand tied behind 
He was referring to gov- 
But Johnston's 
hands also appeared to be tied in an- 
other respect 


a fighter 

his back.” 
ernment regulation 
no matter how he tried, 
he could not cut expenses by more 
than 4° and still keep things hum- 
ming along his 6,539 miles of track 
Meanwhile his 


operating ratio rose 
five points to 76.1%. (The competing 
Seaboard Air Line Railroad, costs- 


in-hand, kept it down to 73.2.) 

These early-year setbacks, however, 
did not surprise Johnston, who had 
predicted earnings in 1954 of $20 mil- 
lion (vs. $26 million in 1953). As the 
year wound up, he saw no reason to 
revise his estimate. He also saw better 
days ahead. The Illinois Central, 
thanks to a route that follows the 
between the Great 
the Gulf, serves an area 
that is fast putting on new industrial 
stature and Having already 
slashed its debt, split its stock and 
undertaken $20 million a 
year on new facilities from now until 
1959 the IC is clearly out to make 
the most of its chances 

Meanwhile, the Louisville & Nash- 
ville’s President John Tilford char- 
acterized 1954 as “in some respects the 


shortest path 


Lakes and 
muscle 


to spend 





NORFOLK & WESTERN’S SMITH & COAL LADEN CARS: 


w 
wn 


John L 


Lewis was not alone 








best in our history.” The Old Reliable’s 
carloadings were off 13%, by Septem- 
ber. But like the Southern, whose 
traffic was off 10% at the half, the 
L&N was banking heavily on indus- 
trial growth in the South. Both lines 
were hard at work building up to 
meet the needs. The L&N recently 
floated a new bond issue that pro- 
duced $30 million, which the road 
used to retire $24 million worth of 
a previous issue, applying the rest to 
its yard improvement program. 
But the LAN’s operating ratio 
(72.5% in 1953), while better than 
the Atlantic Coast Line’s 86.1%, was 
no match for the Southern’s 67.7%. 


Harry DeButts’ bigger Southern, 
however, scored technical, not finan- 
cial advances this year. Investing 


heavily in automation, the Southern 
is beginning to serve the South with 
“push button yards,” is spending $14 
million for one at Chattanooga, and 
last year enviably sliced a full day off 
the delivery time of freight moving 
between Washington and the Caro- 
linas, Georgia and Florida. One of 
Southern’s biggest tasks is to get out 
from under a debt it stoically insists 
is “not particularly burdensome”: $275 
million; $59 million of it will mature 
in 1956, and by then DeButts expects 
his line's debt position “to materially 
improve.” 

The best 1954 performances in the 
South, in a year of general adversity, 
were turned in by the Seaboard and 
the Atlantic Coast Line. Both should 
come fairly close to 1953's earnings 
($8 a share for the Seaboard, $14.60 
for the Coast Line). This despite a 7°, 
drop in traffic for the Seaboard in the 
first nine months, a 9° 
the Coast Line 

With J. W. Smith at the throttle, 
the Seaboard makes a profitable thing 
out of hauling Florida vacationers, 
but its main business is hauling every- 
thing from tobacco to vegetables be- 
tween Alabama and Virginia. Like the 


decrease for 








SOUTHERN ROADS—SEE HOW THEY RUN 


Operating Transportation 

Ratic Ratic GT™ FTTH RANKING 

1953" 1956" 1653 4" 1953" one" 1953 «(1054 

Southern 675 718 305 323 44532+ 48,635+ 1 1 

Seaboard Airline 71.7 732 316 330 S049 52,124 2 2 
Louisville & Nashville 716 82.7 330 3%8 44,700 46951 3 3 (tie) 
Ilinois Central 711 761 342 368 44641 46633 4 3 (tie) 

Atlantic Coast 865 835 39 375 3ll6 40,127 5 4 


* First ten months. ¢ First nine months. 








TOPS IN THE SOUTH, the Southern’s accent is on economy of operation, 
though it did not match either 1953 or the Seaboard’s better freight perform- 


ance 


Old Reliable L@&N wound up in a flat-footed dead heat with the 


onrushing Illinois Central, which kept a tighter grip on its operating costs. 
The much-improved Atlantic Coast Line, only Southern road to show a better 
operating ratio and the smallest increase in transportation ratios, continued 


to edge up closer to the pack. 


Southern, the Seaboard is push-but- 
toning its yards, beginning with a $6 
million one at Hamlet (N. C.) that 
will chop the time it takes to classify 
cars about in half. In the first eight 
its operating ratio averaged 
72.8%, much better than the 
ACL's, and about the same as in 1953 
That put it well above the ruck of 
Class I roads in efficiency 

The Coast Line, which gets half of 
its revenues from hauling shipments 
originating in Florida (particularly 
phosphate rock), has compensations 
for its higher 


ratio. Two particular ones 


months 
out at 


somewhat operating 
1) a 35% 
interest in the L&N, whose earnings 
and dividend record is topnotch; and 
2) 250,000 acres of choice Florida oil 
land, which the Humble Oil Co., 
among others, is diligently combing 
for potentials. But its relatively 
smooth trip last year owed probably 
more than anything else to the com- 
petent hand of Champion McDowell 
Davis, 75 
the 


who has been working on 


railroad for 61 years, the last 


dozen as president 
In the West, Chicago & North West- 
E. Feucht and the Milwaukee 


ern’s P 
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Road's J. P. Kiley were kept busy 
denying any plans to merge. But they 
did think it expedient to appoint a 
joint committee to see if economies 
could not be effected by merging some 
operations. 

One problem both have is light- 
density traffic along their lines. Thus 
while the Milwaukee is the nation’s 
third-largest road in terms of track 
(10,671 miles), it is only twelfth in 
gross revenues ($260 million in 1953). 
At the halfway mark in 1954, the Mil- 
waukee was $2,476,000 in the red, but 
it managed to make up all its losses 
in September 

Not so the Chicago & North West- 
ern,” which highballed into October 
still carrying a $4 million loss on its 
books. Although only slightly higher 
than the Milwaukee's, the North 
Western's big operating ratio (88.7% ) 
is the most untamed in the West. 

Farther west, the various Pacs, the 


Northern Pacific, Southern Pacific 
and Union Pacific, were sitting rela- 
tively pretty, with capable A. E. 


Stoddard’s Union Pacific the prettiest 
of all. (Exception: the Missouri Pa- 
cific, still in the throes of reorganiza- 
tion.) The UP seemed to have no 
trouble keeping earnings up close to 
the $15 per share it scored in 1953. 
One reason was its large holdings of 
lands rich in oil, coal, natural gas and 
recently-discovered iron ore and tita- 
nium. Oil and gas, which last year 
contributed half of UP’s net, produced 
some $25 million profits in the first 
nine months alone. 

Yet for all its extra-curricular glam- 
or, the UP operates one of the 
tidiest lines in the West. Down its 
tracks roll some of the most deluxe 
streamliners in the U.S., to which last 





*Sometimes known as the Southpaw, 
in recognition of its unique status as the 
only US. railroad which runs its trains 
to the left, not the right, on double 
tracks. 
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year UP added 35 astra dome cars. 
When placed in operation, they will 
make it the only road in the US. 
to offer dome diner service. In August 
alone, UP bought 700 freight cars 
(cost: $7 million) and 50 diesel loco- 
motives (price: $8.7 million), bringing 
total expenditures for new freight 
equipment to $32 million in just seven 
months. 

An able competitor (and partner*) 
is Donald Russell’s Southern Pacific, 
whose 12,423 miles of track make it 
second in length only to the Santa Fe, 
with 13,093 miles. Some 4 million 
acres of valuable mineral land ranks 
SoPac’s Russell with UP’s Stoddard 
among the landed gentry of US. rail- 
roading. Last year, true to pattern, 
SoPac’s earnings were down, are ex- 
pected to close out at about $48 mil- 
lion, down from $62 million in 1953. 
Russell, however, expects a 5“, or 6% 
increase in operating revenues in 
1955. To take care of it, Russell plans 
to spend some $25 million next year 
for more dieseis, which in September 
handled 85%, of all SoPac gross ton- 
miles of freight. 

No poor cousin to either SePac or 
UnPac is Robert Macfarlane’s North- 
ern Pacific, which also has more than 
a nodding acquaintance with John 
Budd’s Great Northern. Macfarlane’s 
NP not only owns 2,054,000 acres of 
mineral lands, but the mineral rights 
to 44 million additional acres. Still 
Nipper found 1954 a tough row to 
hoe. At the half, its revenues were 
down 8%, its expenses up and its net 
income down 79% to 45c a share, 
compared with $2.18 the year before. 
But costs have always been a plague 
on Nipper’s roundhouse. In 1953, 
while SoPac and the UP kept a fairly 
tight rein (for the West) on costs, 
holding down operating ratios to 76° 
and 75.4%, respectively (average for 
Class I roads: 76.3%), the best Nipper 
could do was 81%. 

Bob Stetson Macfarlane’s stock- 
holders find consolation, however, in 


NORTHERN PACIFIC’S MACFARLANE: 
in kickers, consolation 


GN will probably finish out 1954 with 
a 15% decline, or $4 a common share 
(vs. $4.92 in 1953), NoPac really has 
its work cut out for it, may not net 
more than $5.25 a share (vs. $6.27) 

But the king among western rails, 
and US. railroading at large for that 
matter, is the prosperous, far-flung 
Atchison, Topeka & Santa Fe. In 
Argentine (Kan.), where it recently 
completed a diesel repair shop, they 
still tell the story of the day some 45 
years ago when the yardmaster turned 
over a coal car full of unwanted coarse 
sand to a section foreman for use as 
track ballast. A month later, the Santa 
Fe discovered that what it had been 
using as ballast was actually a load 
of Mexican silver ore assayed at $200 
a ton. Quipped the 
“Well, it was a damn 
track while it lasted.” 

Today Fred 


yardmaster 


rich piece of 


Gurley’s Santa 


Fe, 





famed in song, story and movie, has 
13,000 miles of track that might just 
as well be made of silver. In 1953, 
they brought in total operating reve- 
nues of $613.5 million and a net profit 
of $77.2 million, its best showing in 
history. Best of all, it was accom- 
plished with enviable efficiency: « 
71.9% operating ratio, a 30.7% trans- 
portation ratio. In 1954, with traffic 
off about 10°, well below the national 
average this year, Santa Fe’s earnings 
will probably add up to a comfortable 
$11 a common share, not quite as good 
as 1953's handsome $14.62, but still a 
very respectable showing. 

Says Santa Fe’s hard-driving, out- 
spoken President Gurley: “Certainly 
I do not regard our company’s com- 
petitive position or its profit margin 
as having been satisfactory during the 
year I am sure the point will 
never be reached where we consider 
them wholly Still, the 
Santa Fe, spent $87.4 million 
last capital expenditures 
diesels and 1,530 new 
freight cars, 982 of which it built in 
its own shops), is not through yet 

In 1954, Santa Fe began correcting 
a gross railroading oversight by finally 
the freight Dallas, 
has always had to have cars 
from Chicago routed through the back 
door at Cleburne (Tex.). It will cost 
Gurley’s Santa Fe $7.5 million to lay 
the 50 miles of track, the 
longest stretch of laid by any 
road in over a quarter-century, but 


satisfactory.” 
which 
year on 
999 


Che 


(including 


opening door to 


which 


necessary 


rails 


when the front door is opened by the 
end of this yea 

e Texas Chief passengers will no 
longer have to take a Dallas bus from 
Fort Worth 

@ Shippers will save 72 hours; 

® Santa Fe’s costs will be chopped 
$300,000 a 


creased $5 million annually 


year and its revenues in- 





WESTERN ROADS—SEE HOW 


THEY RUN 


Operating Transportation 
several kickers: the income from Nip- 1958 1050 1988" tose atid 198 tee 
per's 300,000-acre stake in the oil- Union Paeifie 754 756 364 363 68,113 75,186 2 1 
loaded Williston Basin, sizable equip- Santa Fe 69.6 75.7 30.0 335 66,010 69,389 1 2 (tie) 
ment rental credits and the dividends Great Northern 72.1 754 31.8 33.2 49,795* 51,769+ 3 (tie) 2 (tie) 
from the Chicago, Burlington & Quin- Southern Pacific 76.0 804 375 399 53,762 58,750 3 (tie) 3 
cy (blandly referred to as the Milwaukee 83.6 85.1 39.6 405 50,455 52,815 5 4 
“Cheapest, Best & Quickest”), which Northern Pacifie 81.1 83.7 37.7 409 52,043 51672 4 5 
NoPac controls in partnership with Chicago & N.W, 862 88.7 441 464 49,705 49833 6 6 


Budd’s Great Northern, each holding at as 
48.6% of the CB&Q’s stock. 

Williston oil is another thing that 
Great Northern and Nipper have in 
common, but the Great Northern, 
though bigger in everything from as- 
sets to track mileage, somehow man- 
ages to keep its ratios smaller. While 

*With UP in Pacific Fruit Express, 
owner of the biggest US. fleet of refrig- 
erator cars. 


* First ten months. ¢ First nine months 











BEST IN THE WEST, tie Union Pacific showed surprisingly sharp form in 
wresting first place away from the far-flung Santa Fe, which fell victim to 
burdensome costs and into a second-best tie with red hot Great Northern. 
Southern Pacific kept a better hold on its third-spot standing than on its ratios, 
barely outperforming the fast-moving Milwaukee, which kept its transpor- 
tation ratio from rising more than a fraction of a point and unseated Northern 
Pacific from fourth position. Also-ran: the cost-wracked Chicago & North 
Western. 
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LABOR RELATIONS 
Iw 1948, the Erie was 
most railroads sooner o1 


involved, as 
later are, in 
arbitration proceedings, this time with 
the Brotherhood of Railroad Train- 
men. To the Nebraska Supreme 
Court's Hon. John Yaeger, the arbi- 
trator in the case, it was “a most un- 
usual experience It has amazed 
me to see how readily the carrier has 
accepted the factual representations 
of the organization and the organiza- 
tion has accepted the factual repre- 
sentations ef the carrier, I have never 
seen anything like it before . 

Few railroads have ever enjoyed 
anything like it either. In having to 
deal many as 30 different 
relations with labor 
touchiest part of running a 
Wages alone—not to mention a 
growing list of fringe benefits—make 
up an astounding proportion of rail- 
road costs, sometimes as much as 50c 
of every dollar taken in. Thus, caught 
in an economy wave that flooded 
U.S. road in 1954, payrolls 
sitting pigeons for railroad 
budget-choppers. Bob Young's cost- 
watching, deficit-minded Central, for 
example, pared its payrolls by more 


with as 
unions, a rail’s 
are the 


road 


many a 
became 


than 15,000 
Occasionally railroaders get thei: 
steam up over outrageous feather- 


bedding practices and they have never 
forgotten how Harry Truman took 
their trains away from them in 1946 
when they failed to get together with 
their engineers and trainmen. But by 
and large, while relations between the 
railroads and their people may not be 
all sweetness and light, there is, and 
has been for some time, an encourag- 
ing amount of peace and quiet. 
Among railroads there are almost 
as many theories of how to keep the 
peace as there are workable practices 
The C&O calls itself “fair but firm,” 
the LAN “friendly and cordial,” while 
the Seaboard advocates dealing “sym- 
pathetically” with grievances. Happily 
for the roads, what grievances sprout- 
ed up in 1954 were satisfactorily dealt 


with—not a day was lost due to a 
major strike. 
Almost every road contributes to 


some form of group health, accident 
and retirement plan, Many actually 
supplement the Railroad Retirement 
Act with their own brand of pension 
provisions. The mighty Pennsylvania, 
for example, not only has a supple- 
mental pension program and a volun- 
tary relief department, but this year 
began a health and welfare plan fo 
its non-operating employees 

The Erie, the great arbitrator, has 
shown the way with two proud 
achievements: it was a pioneer in 
railroad arbitration, and was the first 
to publish a railroad employee maga- 





SOUTHERN PACIFIC BRAKEMAN: 
in peace & quiet 
zine. Today a road without a newsy, 
gossipy house organ is like a freight 
train without a caboose. From the 
C&O's Tracks to the Southern’s Ties 
the railroads are prolific publishers 
The railroads are also keen to keep 
their employees out of bandages and 
the hospital, have become some of 
the most vigorous safety instructors 
in all U.S. industry. This year the 
C&O appointed a full-time safety di- 
rector; the Southern Pacific has pic- 
nics and rallies keyed to safety, draws 
as many as 5,000 employees to such 
the Northern Pacific hands 
out its own safety 


functions 
awards, then fetes 
the winners at special dinners, while 
the Nickel Plate entertains large 
crowds at its family night safety 
Taking a somewhat different 
tack, the Illinois Central this 


rallie Ss 


salety 





VEW YORK CENTRAL LOCOMOTIVE: 
sitting pigeons 


year instituted three-day 
exams for 450 top officers. 

The New York Central, which spon- 
sors 19 railroad YMCAs (the C&O 
has 12, the Pennsy 21), is negotiating 
its own health and welfare plan for 
non-operating employees It also 
makes an annual practice of getting 
its president and railroad labor lead- 
ers together to discuss their mutual 
problems, The C&O goes a step further 
with its “work simplification,” a sort 
of “inside efficiency engineering,” un- 
der which the renovation of an entire 
shop at Huntington (W. Va.) was 
planned and executed by 60 employ- 
ees. Some freely gave their lunch 
hours and nights, and their efforts will 
save the C&O $500,000 a year in oper- 
ating costs 


physical 


Yet the most stimulating 
and awarding plan of how to keep 
costs under control and employees 
happy is the one pursued by the 
Southern Pacific, which calls itself “a 
leader in human relations,” and even 
offers public speaking courses. Like 
the Santa Fe, it builds its own freight 
cars, this year turned out the 10,000th 
since 1950 


PUBLIC & COMMUNITY 
RELATIONS 


Tue commuter, the railroads’ No. 1 
community problem, is a very special 
breed of passenger who requires deli- 
cate handling. Most railroads have 
mastered the trick. Even the sad, 
storied Long Island, whose durable 
commuters have called it everything 
from the “Late & Indefinite” to the 
“Lack of Interest,” have never openly 
revolted as did 300 of the Chicago & 
North Western's commuters in Octo- 
ber. For its left-handed handling of 
the rebellion, the Southpaw earned 
itself the PR booby prize of the year. 

Sticky problems about the elimi- 
nation of unprofitable services befall 
many roads, but they find a more 
equitable solution than open conflict, 
and colorful black eyes in the public 
press. The C&@NW might learn a lesson 
from the Illinois Central, L&N and 
C&O, which diligently talk over the 
removal of service or an upgrade in 
fares with community leaders before 
the deed is done. When the Seaboard 
moved its facilities away from the 
downtown center of one community, 
it first worked out an exchange of 
property with the city fathers. The IC 
has conquered the problem of engine 
smoke by: 1) using diesels; 2) equip- 
ping its steam engines with smoke 
consumers; 3) putting blowers in its 
power plants. The B&O, among many 
others, has diligently eliminated grade 
crossings in congested areas at con- 
siderable cost to itself. 

One smart expression of friendli- 
ness is the popular railroading prac- 


Forbes 











tice of presenting steam-engine bells 
to needy churches. The L&N has 
given away 330 thus far. The Erie 
has presented 15 to high schools as 
football trophies. The Northern Pa- 
cific, Union Pacific and C&O not only 
give away bells, but retired locomo- 
tives as well. Says C&O’s Walter 
Tuohy: “A pedestal instead of a junk- 
pile is a more fitting end for the iron 
horses .. .” 

The Pennsylvania abhors the pub- 
lic’s “apathy and lack of under- 
standing” in appreciating its massive 
problems, but proudly points out that 
in a recent survey, 84% of its queried 
passengers approved the Pennsy’s 
dealings with passengers as “good” 
or “very good.” Another bouquet was 
reported by the Nickel Plate, which 
runs few passenger trains, but re- 
ceived from one passenger the testi- 
monial: “Traveling by Nickel Plate 
is an extension of gracious living.” 
But the most ironic public relations 
gesture of the year was made to the 
Union Pacific. It filled a request for 
10,000 copies of its color folder on the 
beauties of Nevada (and Las Vegas) 
received from Western Airlines. 


STOCKHOLDER RELATIONS 

“I woutp like to see,” C&O Chairman 
Cy Eaton proclaimed at the Chessie’s 
annual meeting last year, “all of our 
family—30,000 people—join me in a 
little risk in the railroad and own 
some stock.” What Chessie’s chairman 
proposed (i.e., a stock option plan for 
all employees) is simply not done in 
railroading. Road officers, of course, 
are encouraged to buy themselves a 
slice of the company they serve, but 
not run-of-the-roundhouse employ- 
ees. The Union Pacific once had some 
sort of stock plan, but abandoned it 
years ago, while the Central is one 


C&O0'S CHAIRMAN EATON: 
“I would like to see 
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NEW YORK CENTRAL STOCKHOLDERS’ 


forward-looking line that would like 
to get one going 

Roads like Northern Pacific and 
Louisville & Nashville do “not partic- 
ularly stock purchases 
by their workers, nor do the L&N 
Erie or the Pennsy 

In that sense, the C&O is the most 
progressive 


” 
encourage 


Under its 
popular plan, employees buy Chessie 
in blocks of ten 


road on rails. 


shares, paying the 
market price on the day their appli- 
cations are 
$10 a be deducted from 
wages unless the buyer elects to pay 
in full, but his rights as a Chessie 
holde: 


received. Payments of 


month can 


are in force from the time he 
subscribes. Dividends are credited to 
the new owner’s account until he has 
paid the entire price for the stock 
but should he change his mind, he can 
stop paying for his Chessie stock and 
get back all the money he has kicked 
in up until then 

That may be one reason why the 
Chessie hung up the SRO sign at its 
annual meeting this year, when 450 
stockholders 14 states 
District of Columbia turned up in 
Richmond—a turnout. The 
Pennsy had a respectable 248 on hand, 
but the Central topped every othe: 
road's turnout because of the heated 
interest in its battle for control and 
counted no fewer than 2,000 present 

But absent, railroads’ 
shareholders could always count on 
thorough annual reports from their 
companies. The Chessie’s presentation 
of its activities was a handsome, in- 
formative job—as were those of the 
Erie, Union Pacific, B&O, SP, NP and 
Nickel Plate. The Santa Fe and Chi- 
cago, Burlington & Quincy brought 
theirs out Digest-size, as did the At- 
lantic Coast Line, whose report was a 


from and the 


record 


present or 
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MEETING: 

for a big battle, SRO 
booklet that looked more 
like an Army 
The 


by the 


no-pictures 
manual 
biggest turned in 


report was 


biggest road, the Pennsy’s 
fact-crammed 8l-page operations re- 
The Central 
color on its photos and its rainbow 
while the 
parts of the Southern, Chicago & 
North Western, L&N and Milwaukee 


reports were their covers 


view 


Illinois lavished 


bar graphs most colorful 


inside there 


was an all-business 


no-nonsense re- 
what 
they lacked in photos they made up 
Next to these 
13-page presentation by the 


port bare of illustrations, but 


in figures the austere 
Norfolk 
& Western paled by comparison, lend- 
ing the impression that N&W did not 
have much to crow about in 1953 and 
had bette 


money 


things to do with its 





THE INVESTOR: 


a little risk” 





















OILS 


In petroleum history, 1954 will go 
down as the year the oil industry 
played the numbers game. Afte 
Shell Oil racked up some rousing 
sales increases with its TCP premium 
gasoline, the nation’s gas stations 
started churning out gasolines with 
octane numbers that raced up like 
pump meters. Bewildered motorists 
were flooded with claims for Texaco's 

Petrox,” Phillips’ “Fuel Flite,” Cities 
Service's “5-D.” Shell and Esso de- 
bated the merits of octanes vs. addi- 
tives before the Society of Automo- 
tive Engineers, All in all, just about 
everybody got into the act 

But the numbers game was not re- 
stricted to the race for 
ratings. Month after month, the num- 
ber of unsold barrels of gasoline 
climbed higher, Early in the year, 
Phillips’ Kenneth Stanley (“Boots”) 
Adams warned that “ the imme- 
diate, short-range objectives must be 
to reduce inventories and allow sup- 
ply and demand to balance.” But re- 
finers, with their capacity swollen by 
the demands of the Korean war, kept 
refinery runs high and turned out 
their highest profit product, gasoline 
In August, the industry hailed the 
news that the increase in demand had 
topped even that in the same month 
of 1953. Actually, however, this was 
only because demand had dipped in 
August, 1953. 

During the year, at least one un- 
lucky number turned up in the game 
The Supreme Court ruled that the 
Federal Power Commission has the 
power to regulate sales of natural gas 
by independent producers and gather- 
ers when the gas ultimately will be 


high octane 


transported across state 


boundary 


lines. The industry, almost to a man 


fought the 
the nope ol 


ruling 


presumably 


with 
remedial Congressional 


action 
While stocks stayed high at home, 
supplies abroad suddenly took on a 


new, swollen look, too 
sist from the Government 
Standard Socony-Vacuum, 


With an as- 
Jersey 


Texas, 


finery, the 


will find a 


LAKE CHARLES (L.A.) REFINERY: 


upgrading was the answer in 1954 


largest in 
Iranian output, however, was being 
increased gradually, and most of it 
market in 
Hemisphere, thus be no threat to the 


U.S. price structure. 


This year the oil industry, which 
prides itself on being a model of self- 
regulation, plans to continue spending 


world 


Eastern 


Standard of California, Gulf and three 
foreign oil companies signed an agree- 
ment that re-opened the nationalized 
oil fields of lran and the Abadan re- 


freely for new production and refin- 
ing capacity. It may even set a new 
spending record. But Monroe Jack- 
son Rathbone, 54, president of giant 
Jersey Standard, uttered some sober- 








INTEGRATED MAJORS 


Management 


Jersey Standard ($5,.371.8)* 95 
Secony-Vacuum (2,154.5) 90 
Indiana Standard (2,036.1) 90 
Texas (1,805.5) 90 
Gulf (1,765.8) 90 
California Standard (1,535.2) 95 
Shell (984.6) 95 
CRUDE EXCESS 
Humble (1,186.3) 95 
Continental (409,4) 95 
Ohio (313.3) 90 
Sunray (292.3) 90 
CRUDE DEFICIT 
Sinclair (1,140.7) 90 
Cities Service (1,102.8) 95 
Phillips (1,039.2) 95 
Atlantic Refining (570.8) 85 
Union (476.1) 90 
Sun (468.8) 85 
Pure (383.1) 80 
Tide Water (362.4) 85 
Ohio Standard (296.1) 85 
Richfield (261.7) 85 


* In parentheses 


Public & 
Laber Community Stockholder 
Relations Relations Relations 
95 95 95 
90 90 90 
90 85 85 
90 90 85 
90 90 90 
95 95 90 
95 95 95 
90 85 85 
95 90 95 
85 85 90 
85 80 85 
80 90 90 
90 90 95 
95 95 90 
80 85 85 
90 90 90 
80 85 80 
a 80 85 
80 80 80 
90 90 90 
85 80 90 


Assets (in millions) as of December 31, 1953 
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ing words near year’s end. “Even 
without any further increases in pro- 
duction or refining capacity,” he 
warned, “our industry will still ap- 
parently have a very substantial mar- 
gin of spare capacity.” 


WANAGEMENT 

Tweepy, Princeton-schooled Ralph 
Gwin Follis, 52, made no bones about 
where his company’s increased nine- 
months’ profits came from. “Our 
higher earnings,” explained Standard 
Oil of California’s chairman, “are 
largely attributable to increased divi- 
dends from foreign affiliates, which re- 
flect greater use of petroleum in the 
Eastern Hemisphere, and increased 
production, manufacturing and sales 
in that area.” Even with U.S. allow- 
ables cut back in many states, and 
oil growing scarcer in California, Fol- 
lis’ third-quarter net was $2 million 
higher than in the same period of 


1953. Main reason: $20.6 million in 
dividends from the Eastern Hemi- 
sphere, $9.1 million more than in 
1953. 

For most of the other major oil 
companies, it was much the same 
story. Exceptions: Standard of In- 
diana and Shell, the only two majors 
which do not produce, refine and 


market in other parts of the world. 
Both Texaco and Jersey Standard, 
the world’s largest oil company, de- 
pended heavily on foreign profits. 
Gulf, whose domestic production fell 
off 6% in the first half, made it up 
with a 4% hike in Kuwait crude pro- 
duction and a $10 million rise in West- 
ern Hemisphere 
the U.S. 

The big question at year-end was: 
how long will foreign crude remain a 
royal road to riches? “If an overseas 
operator doesn’t pay off the cost of 
his well in 30 days,” a Wall Street oil 
specialist has observed, “he feels he is 
being cheated. But every well he 
drills is mined with political dyna- 
mite.” This political dynamite is al- 
ways in danger of going off. One big 
oil operator has said that his biggest 
problem last year was “dealing with 


operations outside 


sovereigns.” Such negotiations are 
becoming continually more difficult 


Last year, for example, the rulers of 

both Saudi Arabia and Iraq pressed 

for a larger share of oil earnings 
Gulf, for one, is considered uncom- 


fortably dependent, by Wall Street 
standards, on the whims of Orient 


powers. By way of contrast, even 
Jersey Standard, which has an in- 
terest in things just about every- 
where that oil can be found or sold, 
managed to make about 82°, of its 
earnings in the Western Hemisphere 
Standard of California during the 
first nine months of last year man- 
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SOCAL’S FOLLIS: 
the east wind brought profit 


aged to produce roughly nine barrels 


of Western Hemisphere crude fo: 


every eight in the Near East. But 
Gulf, in building up stockholders’ 
equity some 59% since 1948 (from 


$31.20 to $49.56 a share), in the proc- 
ess has greatly increased its depend- 
ence on Kuwait production 

In 1946, Kuwait, a 
on the Persian Gulf, accounted for 
only 3°; of Gulf's total production; by 
last year, the percentage had risen to 


52% 


tiny sheikdom 


Gulf also has extensive oper- 
ations in Venezuela, but its 
Western Hemisphere 
brings only 55% of net. Like SoCal, 
however, Gulf Chairman Sidney 
Swensrud expanded his domestic re- 
fining operations last year, made his 
Philadelphia, Pa., 
on the East Coast 

Socony-Vacuum’'s reliance on for- 
eign earnings is also considerable. In 
building up Socony into the second 
largest company in the _ industry 
President B. Brewster Jennings, 56, 
has made it heavily dependent on low- 
profit, 


entire 
operations 


refinery the largest 


relatively 


easy -to-produce 


EGYPTIAN DESERT WELL: 


royalties and riches 
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Unlike Gulf, however, 
Jennings has hedged his bet on Mid- 
dle East security by drawing his crude 
from Saudi Arabia, Kuwait, Iraq and 


foreign crude 


Iran, with a trickle coming from 
Egypt 

Canny Texas, on the other hand, 
has played a very cagey game. Al- 


though it, too, operates extensively 
overseas, Texas got an early start at 
building up its domestic reserves, now 
2,000,000,000 barrels under- 
ground in the U.S., one of the largest 
such reserves in the industry. 

Why, one might ask, should the oil 
companies bother 


has over 


with foreign pro- 


duction at all? Isn't there plenty of 
oil in North America? Not the least 
of the reasons is that foreign crude 


production is highly profitable. The 
margins of the majors bear this out 
Shell, which does no drilling over- 
seas, has 14.9°; 
profit margin over the past five years 
Standard of California, on the othe: 


hand, thanks to a store of cheap Su- 


shown an average 


matran crude, has averaged a phe- 
nomenal 24.5°,, the highest profit 
margin among the majors. On the 
other hand, Standard of Indiana 
which is primarily a domestic refine: 


has averaged about 12°, 


All 


on sales 


these figures, of course, are before 
taxes 
But oil production in the US. is 


also a money-making proposition and 
none of the majors was backward in 
looking for oil the US 


Standard of California in par- 


within last 
yeal 


ticular, with its phenomenal California 


demand, has played a leading role in 


developing offshore reserves Last 
year Chairman Ralph Follis’ hard- 
hatted exploration crews struck a 


promising patch in the Gulf of Mexico 
that Follis 
opening of a 
field 

Indiana Standard, Shell, Sun, Cor 
tinental and most other U.S. oil I 
ducers are the 


has said “may well be the 


new major offshore 


also drilling in sun- 


sprinkled waters off Louisiana and 
Texa which many geologists con 
ider a carbon copy of the oil-rich 
sands underlying Texas itself Gulf 
which held back at first, plunged in 


last year with a bid of $3.5 million for 


a square of blue water off Corpus 
Christ Costs of finding oil offshore 
are taggeringly high, but such ex- 
ploration does hold one big induce 


ment: because of the cost. allowables 
double those on 
Jer 


out, 


are 
Moreover, a 


bon 


ilmost land 

Standard’s Rath- 
Good big oil fields 
to find 


‘ rude 


point 


are beco ing harder 


The 


cours na neve 


earch for inland, of 
slackened In re 
ranged all 


looking for 


oilmen have 


ovel the US 
Nearly evel y body 


cent years 


crude 
has gotten into the 

















JERSEY STANDARD’S RATHBONE 


act. Shell last year drilled down 6,430 
feet in Nevada, striking oil in an area 
where 75 previous wells had produced 
nothing. A few years back Amerada 
opened up the Williston Basin. Ohio 
Oil did pioneer work in the Denver- 
Juleburg Basin. Humble brought in 
the first field in Florida. Kerr-Mc- 
Gee Oil and Phillips Petroleum are 
both drilling in Alaska 
U.S. Navy spent $45 
abandoning its search, and Standard 


where the 
million be fore 
crew of 
So- 
flow 


of California dispatched a 
geologists up there last summe! 
cony now counts on a heavy 
of crude from the Pembina field north 
of Alberta 


believes 


Canada, which Jennings 
“may be the largest oil field 
North 


A number of other big oil op- 


discovered in America” in 
1953 
erators also have high hopes—and big 
investments—in Canada, including 


Shell Amerada 


Just how important crude is as an 


Texas and 


element of financial strength is evi- 


dent in big Jersey Standard. Jersey's 
Western 


average 


Hemisphere refinery runs 
a staggering 1,581,000 barrels 
But its 


directors” 


a day “working 
board of each of whom 
comes to the office every day, pay a 
great deal of attention to crude op- 
erations Within the US., Jersey 
Standard has the production of its 
80°, -owned Humble Oil and Refining 
Co., with a miscellany of 
Standard-controlled 
stantly drilling 
Western 


these, 95° 


unique 


other 
producers con- 
elsewhere in the 
Just one of 
-owned Creole Petroleum, 
which drills in Venezuela, brought in 
104,674,000 barrels of crude produc- 
tion in 1953. Thus Jersey's worldwide 
production equalled 83.5°, of its re- 
finery runs, with U.S. production 
alone accounting for 55% of U.S. re- 
finery runs. Jersey, of course, boasts 
of the most efficient marketing 
organizations in the business. But it 
is Jersey Standard’s crude produc- 
tion, not its refining operations, that 
contributes most to profits 

The proof that refining is a low- 


Hemisphere 


one 








DOWN TO PAYDIRT: 
harder & harder to come by 


paying proposition is the case of 
Standard Oil of Indians. Set smack 
in the middle of the country, Indiana 
is primarily a gigantic refiner In 
1953, f nstance, it refined roughly 
2.2 burrels of oil for every one it it 
self ; iced Last year its 48° 
crude ratio may have dipped even 
lowe Most of Chairman Robert E 


Wilsor producing 
Texas production 
was slashed heavily by the 
Railroad 


conservation watchdog 


reserves are in 
where allowable 
Texas 
state's oil 
last year. Not 
surprisingly, therefore, Indiana Stand- 


Commission, the 


ard’s average pretax profit margin 
over the past five years has worked 
out to only 12.4° the lowest among 
all the majors. In contrast, Texas Co 
has averaged 15.9 Shell 14.9%. This 


year, Wilson 


ba rel a day 


is counting on his 30,000- 
Mandan 


refinery at 


N. D., to help widen his margins by 
processing a flow of crude from the 
Williston Basin 


Texact the 


pany in net 


fourth largest oil com- 


worth, prides itself on 


being the second largest money mak- 
John Sayles 
thus has a different set of problems 
than does Indiana Standard’s Wilson 
Leach’'s task is to 
Texas’ enviable Texas’ 
money-making ability, in addition to 
its reserves, owes largely to the fact 
that its refineries run a greater per- 
centage of high-profit gasoline than 
This 
can be a liability at 


like 1954, for ex- 


when gasoline was in oversup- 


el Chairman Leach 


main consolidate 


position 


the industry averages generally 
also. however 
times. In a year 
ample 


ply, Texas depended heavily on for- 


eign operations for profits. That 
year, perhaps as much as 40 of 
Texas’ earnings came from the polit- 
ically unpredictable Middle East 
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INDIANA'S WILSON 


Last year, Leach took steps to increase 
the profitability of Texas’ domestic 
operations by making more use of 
product pipelines and by storing 
liquefied petroleum gas in under- 
ground caverns during the off-season 

The risk involved in foreign opera- 
tions has apparently convinced Shell's 
President Hendry Stuart Mackenzie 


turns, 54, that the place to look for 
oil is at home Indiana Standard’s 
Wilson is of like mind. But unlike 


Wilson 


crease Shell's crude production and 


Burns has gone all out to in- 


reserves, succeeded in boosting them 
some 45° in the three 
Shell shows every indication of keep- 
ing up the pace 

In the third 
dipped 15% 
three months of 


last years 


Shell’s net 
than in the 
1953. Shellmen ex- 
plain that 1953’s third-quarter earn- 
make a bad comparison, 
they had jumped to $1.12 a share on 
wildfire sales of TCP gasoline. Clearly 
nobody could expect the sales pace to 


quarter, 


lowe! same 


ings since 


continue, particularly in view of the 
rough competition last year 

Shell also has an important stake 
Unlike Texaco, 
which has merely dabbled in the field, 
Shell has gone into it in a big way 
In 1948, for 


in petrochemicals 


chemicals ac- 
counted for only 4.5% of Shell’s sales; 
by 1950, they bringing home 
7.7% of sales; by 1953 they had risen 
to 9.9; In the Shell 
built up a research organization that 
is matched only by Jersey Standard’s 
Out of it zrown a long line of 
corrosion preventives, fertilizers, 
paint thinners, insecticides, a rubber 
strengthener and a host of other high- 
profit items 


instance, 
were 


process, has 


has 


Shell is not the only major to savor 
petrochemicals profits. Indiana Stand- 


ard emphasizes insecticides, weed 
killers, asphalt, liquefied petroleum 
gas and other chemical specialties 


One of the top research men in the 
industry, Dr. Wilson recently in- 
creased his stake in petrochemicals 
by acquiring ill-fated Carthage Hy- 
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CONOCO’S 


MeCOLLUM: 


production pays off 


drocol, Inc., a $38 million plant at 
Brownsville, Tex., designed to man- 
ufacture commercial synthetic gaso- 
line 

Until now, Carthage Hydrocol has 
been a notorious white elephant, a 
relic of RFC-financed 
that has never 
operation 


extravagance 
been in substantial 
Wilson, however, is con- 
fident he can make it work. “We've 
proved,” says he, “that the process is 
sound again and again in our 
plant operations.” If anybody can 
get the big plant into practical prof- 
itable operation, scholarly (85 arti- 
cles), inventive (90 patents) Robert 
Wilson is the man to do it 


pilot 


If he suc- 
ceeds, he will have given the nation 
a huge new supply of some versatile 
building-block chemicals, the effects 
of which can hardly yet be calculated 

Petrochemicals these days have be- 
come all the fashion with the oil com- 
panies—-some say, in fact, too much 
of a fashion for everybody to make 
money at it. Jersey Standard, which 
pioneered in petrochemicals, has not 
of course lagged behind the others 
And Gulf, although as deeply com- 
mitted as Shell or Jersey Standard 
is also a big factor. Last year Gulf 
opened one of the largest ethylene 
plants in the nation at Port Arthur 
Tex., where it already had been run- 
ning an ethylene plant and a sulfu 
recovery Even Sumatra- 
rich Standard of California plunged 
deeper into petrochemicals last yea 
Follis and President Theodore Peter- 
sen, 58, added on to their Richmond, 
Calif., refinery by building a $4 mil- 
lion phenol plant, the first of its kind 
in the West. In addition, early this 
year Follis and Petersen will open a 
plant making isophthalic, an impor- 
tant chemical intermediate for the 
manufacture of plastics and surface 
coatings 


operation 


Petrochemical profits have also ex- 
erted an attraction for some of the in- 
dustry’s crude surplus refiners, who 
tend to some pretty 


sport fancy 


(around 20°.) profit margins as it is 
Continental! Oil, for instance, has made 
itself one of the major producers of 
base synthetic de- 
tergents for household and industrial 
uses. Expansion at Lake Charles, La., 
last year, with the emphasis on up- 
graded residuals, helped double Con- 
tinental's petrochemical sales 
Compared with the majors, of 
course, Continental is only a middling- 
sized operator, but it 


materials for 


makes 
money per barrel of product than any 
of the majors except Gulf and Stand- 
ard of The cause of this 
prosperity is easy to explain. Thanks 
to its excess crude production it need 
buy at $2.90 a 


more 


California 


nobody else’s crude 
barrel to feed its refineries 

Despite the overall industry-wide 
decline in crude production last year 
Continental's Franklin Mc- 
Collum actually increased his crude 
production in the first 10 
the yea! 


for still 


Leonard 


months of 
But McCollum was hungry 
Out of capital 
expenditures of $95 million last yea: 
no less than 70°; of it was spent to de- 


more crude 


velop new oil and gas reserves. Mc- 
Collum, moreover, has made Conti- 
nental one of the largest owners of 
offshore leases in the Gulf of Mexico 
While reserves-rich Texas Co. had 
61,095 offshore acres at last report, 


Continental had leases on 18,820 acres 
and a joint stake in 263,261 other off- 
shore acres with other companies 
Actually 
crude has 


the richest 


this heavy emphasis on 
Continental 
companies in 


propo! ton to 


made one of 
reserves in 
its size among all U.S 
Altogether its U.S. re- 
serves total some 500,000,000 barrels 
This is still far 
Humble Oil's 3,000,000,000 barrels 
but Humble’s reserves are after all 


the largest in the U.S. A better yard- 


oil operators 


below crude-rich 


stick for comparison is Continental's 
crude surplus neighbor, Sunray, 
which boasts an estimated 33,000,000 
barrels in reserves. Even big Ohio 
Oil Company, whose reserves total 


some 666,000,000 barrels, is only 
slightly ahead of Continental. The 


importance of all this is obvious when 
one remembers that in the oil busi- 
ness crude, not refining, is the money 

Unlike Humble, which lets othe: 
Jersey affiliates do the overseas drill- 
ing, the other three crude surplus re- 
finers were all busy overseas last 
year. Sunray was active in the Mid- 
dle East, tapping its large reserves in 
Kuwait. Ohio and Continental each 
had a go at production in Italian and 
the British Somaliland. In the Egyp- 
tian Desert, Ohio and Continental 
were teamed up with Cities Services 
and Richfield 

Domestic cuts in allowables, despite 
overseas profits, hurt all of the crude 
surplus refiners last year. Humble, 
with 85° of its production in Texas, 
saw profits take a nosedive as the 
Texas Railroad Commission repeated- 
ly slashed at the allowables rate and 
left Humble to try to make up the 
difference by sales of natural gas 
Continental, on the other hand, was 
able to make up the difference by in- 
creasing its production in Wyoming, 
which is not restricted, and by drill- 


ing more heavily in the Rocky 
Mountain area. Sunray, with almost 
half its U.S. production in Texas, 


was seriously affected. 

Nevertheless, all four crude surplus 
refiners were emong the top money- 
makers in the industry Sunray, 
which in 1953 produced 177 barrels of 
crude for every 100 it refined, kept 
20.7% of its gross as profit that yea: 
Humble, mining 147 barrels for every 
100 processed, earned 16% on 


gross 
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even when refiners are squeezed 
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‘Bofore you. choose ANY typouniton... 


be sure you see and try 


When your secretary flicks the switch 
on this Underwood she is ready for the 
typing thrill of her life. 

She’ll quickly see how little effort it 
takes to write every letter better...to 
give you the best-typed letters you have 
ever signed. 

You'll then understand why Under- 
wood is known as the “typewriter leader 
of the world.”’ Always leading in basic 
features that encourage speed, accuracy 
and ease of typing. And now leading 
with the most advanced electric type- 
writer ever built! 

Let us give you and your secretary a 
demonstration...in your office, on your 
work. You both will soon see and appre- 


... the NEW 
UNDERWOOD 
ELECTRIC 


ciate the many advantages and econo- 
mies of using this new Underwood. 

Remember...don’t buy ANY type- 
writer until you try the Underwood 
Electric. For a demonstration, call your 
local Underwood Typewriter Represen- 
tative listed in the yellow pages of the 
phone directory. 


Underwood Corporation 
Typewriters... Adding Machines... Ar 
Machines...Carbon Paper 
Punched Card Equipment 


minting 
Ribbons 
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Ohio Oil, spurting 250 barrels for 
every 100 refined, kept 18% of gross 
revenues in the profit column. 

Why the big difference? Sunray, 
for one thing, is almost entirely a 
crude oil producer, depending on its 
refined output (all of which is whole- 
saled) for only about 14% of gross 
profits. Humble, on the other hand, 
not only produces and refines but also 
ovens many of its service stations (un- 
like other Jersey affiliates, which keep 
to a strict hands off policy on sta- 
tions). Continental's 8.6°, return is 
not a fair indicator, for McCollum 
charges intangible drilling expenses 
to his current operations, thus great- 
ly understates actual earnings during 
periods when he is engaged in heavy 
drilling. A far better indicator of 
Continental's actual position is its 
cash flow, which hit $8.09 per share 
in 1954's first nine months vs. only 
$3.22 per share in reported earnings 


Humble made the headlines last 
year when parent Jersey Standard 
offered nine shares of its stock for 


each 10 shares of Humble’s, with the 
announced intention of upgrading its 
ownership from 72% to 80%. Jersey's 
interest in Humble is not hard to 
At the start of last year, 
Humble ranked second only to Creole 
in Jersey's stable of moneymakers 

As if to prove the old saw that the 
rich get richer, Humble’s President 
Hines Holt Baker, 61, last year 
stumbled on an underground sulfur 
deposit about six miles off the south- 
east of Louisiana. Many sul- 
furmen believe that it is a major find 
Baker, however, has kept his opinion 
strictly to himself. In the meantime, 
he sent a ten-legged, centipede-like 
drilling barge, complete with helicop- 
ter, to keep searching for oil in the 
waters off Louisiana 

Sunray's Chairman C. H. Wright, 
although he does hardly any upgrad- 
ing of his product, as for instance into 
petrochemicals, spent last 
year stepping up his refinery output 
Like Humble, which ships mostly to 
one customer, Jersey Standard, Sun- 
ray sells half the output of its Allan 
and Duncan, Oklahoma 
Pure Oil and Socony 

Wright also has a big stake in oil- 
Alberta and British Columbia, 
where he currently is wildcatting a 
sprawling 4,000,000 acre 
Pacific Petroleums, Ltd 


understand 


coast 


most of 


refineries to 


rich 


with 
Wright pro- 
fesses high hopes for his 


tract 


Canadian 
ventures 

Ohio Donnell I 
44, on hand, was already 
realizing production hopes in another 
Amazingly, Ohio Oil 
managed to increase its production in 
the second quarter, contrary to the 
trend, even though most of its drill- 


Oil's James G 
the other 


area last year 


the U.S., with only a 
operating in Canada 


ing was done in 

few rigs 
No matter what yardsticks are ap- 

plied to Ohio Oil, 

man Jim Donnell is 

His substantial crude, if 
’ 


evaluated at a conservative 75« 


former oil sales- 


sitting pretty 
reserves of 
a bar- 
reserves, if 
feet 


common 


rel, and his gas credited 
million cubic 
over $86 a 


These oil riches are even more strik- 


at 3c per represent 


assets of share 
ing when considered in another 
At the 
share of Ohio Oil's stock represented 


rougnly 


way 
beginning of last year, one 
84 barrels of domestic crude 
only 35 a share for So- 
49 for Gulf. (But if worldwide 
ves are included, Socony’s figure 
shoots up to 180, Gulf to 527. Never- 
theless, Wall Street tends to apply the 
bird-in-the-hand principle to domes- 
tic ws 


reserve vs 
cony 


reser’ 


foreign reserves.) 


In comparison, the year was not 


nearly so rosy for the crude-deficit 





SWENSRUD: 


grading its basic product. 
Union Oil also opened a new am- 
plant during the year, and 
Cities Service, which as early as 1927 
was producing crude oxygenated pet- 
rochemicals natural gas, later 
joined Continental in a petrochemical 
operation, is still going strong. Even 
Standard Oil of Ohio, just about the 
last of the holdouts, finally took the 
plunge year, announced plans 
for a $17 million plant to turn out an- 
hydrous ammonia 

But Phillips, which ranks between 
Standard of California and Shell in 
assets, is without question deeper in 
petrochemicals than any other com- 
pany its size. Where Shell's chemicals 
bring in 9.9% Adams’ aim 
is to get no less than 50°; of his sales 
from chemicals 

Phillips’ expansion moves last year 
give a good indication of how widely 
Adams is ranging in the process. Al- 


mona 


from 


last 


of sales, 





GULF CHEMICAL PLANT: 


everybody is getting into the act 


refiners. Perennially short of crude, 
they to make up the deficit by 
buying somebody else's at $2.90 a bar- 


have 


rel and face a price spread as low 


as 80c to 90c a barrel on the product 


Last year, they were trapped in the 
classic deficit refiner’s squeeze, when 
product prices weakened but crude 
charges stayed firm. Result: a sharp 
pinch on profits 


Phil ips 
Stanley 


polished Kenneth 
Adams, 55 


ul bane 


(“Boots”) 


has 


found one way out of this dilemma, 
dived into petrochemical production 
in an even bigger way than Shell 
He has not been alone in this Sun 
Oil has also taken the plunge into 


petrochemicals in a big way, last yea 
completed a $15 million plant at Mar- 


cus Hook, Pennsylvania to produce 
such aromatic hydrocarbons as ben- 
zene, toluene and xylene. It plans 
ultimately to add to it a 300-ton-a- 
day anhydrous ammonia plant. Just 
around the curve in the highway, Sin- 
clair meanwhile is putting up new 
facilities to expand its own petro- 
chemical production, although Sin- 
clair contents itself mainly with up- 








ways conscious of the money to be 
made in upgrading crude, Adams put 
on stream a 16,000 barrels a day 
reforming unit, producing 
high-octane blending stocks from low- 
octane gasoline 


catalytic 


Phillips also opened 
an anhydrous ammonia plant, a triple 
superphosphate plant, a para-xylene 
plant (a chemical used in making 
synthetic fiber), and completed an 
underground storage cavern (capac- 
ity: 100,000 barrels) for 
pane gas 
With crude runs cut back last yea: 
petrochemicals amply repaid Adams 
for his faith in them. Although Phil- 
lips’ gasoline sales increased slightly 
in the year’s first three quarters, it 
was a 52°, increase in fertilize: 
that was mainly responsible for boost- 
ing Phillips’ gross to $586.8 million, up 
from the $565.7 million in 1953 
Phillips, however, sustained a nasty 
spill as a result of the Supreme Court's 
decision on natural gas. Mincing no 
denouncing the opinion 
Adams branded it as “.. . a sweeping 
extension of governmental regulation 
[which] goes farther than even 


liquid pro- 


sales 


words in 
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our opponents in their proceeding 
dared to claim .. . [It is] intolerable 
and unworkable.” Adams had a Jot 
at stake in the decision: 60% of his 
gas volume is sold interstate. His 
reserves of 9,000,000,000 MCF of nat- 
ural gas are far above even the 6,500,- 
000,000 MCF owned by Cities Service, 
which gets 17% of its total 
from natural gas sales. 

Despite the moneymaking contribu- 
tions of petrochemicals and natural 
gas, increased crude production still 
remains the best way for a crude 
deficit refiner to extract himself from 
the pinch on refinery profits. Last year 
all of the crude deficit refiners were 
looking hard for more crude. Cities 
Service’s W. Alton (“Pete”) Jones, 63, 
made that plain early in the year. “A 
substantial increase in underground 
reserves of crude oil and natural gas,” 
he said, “is a primary objective of 
Cities Service.” 

Cities Service furnished a classic 
case of a refiner in search of larger 
profits. A victim of the Public Utility 
Holding Company Act in the 1930s, 
Cities Service for years has been 
gradually changing itself from a utility 
operator to an integrated oiler. While 
selling off his utilities, Jones had 
to nake his profit by upgrading what 
crude he did have (52.8°/ of still runs 
in 1953) and expanding his refineries. 
By last year, with the sale of the 
Arkansas Louisiana Gas Company, an 
event which cut Cities Service's fund- 
ed debt from $486.8 million to $419 
million and just about freed Cities 
Service from regulation as a utility 
company, Jones was ready to step up 
his crude production. Some Wall 
Street observers think that Jones may 
virtually have doubled his reserves 
by the end of the year 


income 


Hit by a decline in product prices 
and soft tanker rates, Cities Service's 
net fell off sharply last year. But 
President Burl S. Watson carefully 
noted that “We could have increased 
our production by 50,000 barrels a day 
if it weren't for proration.” 

Cities Service has gone overseas to 
bolster its crude position. By the be- 
ginning of last year, it had oil rights 
to some 20,000,000 acres in Southern 
Arabia, about 500 miles south of 
Aramco's rich diggings in Saudi 
Arabia. It also had 2,400,000 acres, 
owned jointly with Richfield, in Peru, 
and was teamed up in Egypt with 
Ohio, Continental and Richfield. 

Sinclair Oil, whose problems are 
strikingly similar to Cities Service's, 
also ventured overseas last year, with 
a concession in Ethiopia and a 50°, 
interest in operations in the Italian 
Somaliland. But Sinclair's President 
Percy C. Spencer, 61, heavily involved 
in Canada, is also in Venezuela, which, 


he says, “may have a significant fu- 
ture bearing on Sinclair's crude re- 
serve picture.” 

Sinclair could badly use some new 
big crude reserves, Although Spencer 
has boosted his crude reserves 34% in 
five years, he still had a domestic net 
crude-to-refining ratio at the begin- 
ning of only 28.2%, vs. 48.5% for 
Sun, 55.5%, for Pure. Spencer, how- 
followed much the same 
road as Jones, first expanding his re- 
fining activity and upgrading his 
product, and then going after crude 
Last year’s slash in allowables hit 
him just at a time when it appeared 
he would be able to boost his produc- 
tion. In recent years, however, a good 
pipeline system and low labor costs 
(personnelwise Spencer runs a “tight 
ship”) have combined to give Sin- 
clair a respectable 12.5% pretax profit 
margin. 


ever, has 





DERRICKMAN 


“GOING IN”: 
he slowed up in Texas 


In startling contrast, Richfield Oil, 
31 owned by Cities Service and 31% 
owned by Sinclair, has been able to 
rack up a pretax profit margin on the 
order of 23.9%, a percentage un- 
matched by many an integrated majo: 
One of the reasons seems to be Presi- 
dent Charles S. Jones’ California lo- 
cation, demand held up 
comparatively well and where oil can 
be moved from well to refinery to 
service station relatively cheaply 

California reserves, however, are 
fast being depleted, and two years 
ago Richfield began to hunt crude 
outside the state for the first time. It 
was a matter of sheer necessity. Rich- 
field supplied only 50.6% of the crude 
its one refinery needed in 1953, vs 
57.6% in 1952, and as time goes on 
Californian output will decline. Last 
year Jones spent $27.9 million to ex- 


where has 


68 


pand the refinery, which increased 
his aviation gasoline capacity by about 
40% during the last half. (Richfield 
supplies much of the aviation gas and 
other petroleum products needed by 
the armed forces on the Pacific Coast.) 

Battling Richfield and Standard of 
California for the rich, car-happy 
Califernia market is Union Oil, second 
only to SoCal in size on the West 
Coast. President Reese Hale Taylor, 
54, having had spectacular success 
at hiking his crude reserves in the past 
five years, does not have the produc- 
tion troubles of most crude-deficit re- 
finers. Although his production was 
down in the first eight months of 1954, 
he was still able to produce 69.4% of 
the oil his refineries needed (vs. 73% 
in 1953). 

But Taylor has other headaches. For 
one thing, his territory is actually too 
promising, its predicted growth too 
great to be overlooked by “outsiders.” 
Thus General Petroleum (a Socony 
affiliate), Shell, Imperial and SoCal, 
all have either completed new refin- 
eries or are now building them in 
Taylor’s marketing area. In addition, 
Phillips and Utah Oil are building 
West Coast service stations at a faster 
pace, and Carter Oil and Continental 
have entered the territory during the 
year. In addition, with reserves of 
over 2,000,000,000 TCF of natural gas, 
the Supreme Court decision was as 
much a bodyblow to Taylor as it was 
to Phillips 

But Taylor holds an important 
trump: an uncanny knack for finding 
crude. Last summer, Union’s most 
promising well in the last four 
years came in initial flow 
of 4,476 also made 
three important finds in Louisiana, 
and its geologists uncovered some 
scarce California crude. 


with an 


barrels. Union 


Taylor is meeting his competition 
in still other Last year, he 
pumped $40 million into improving 
his refineries, an expenditure aimed 
at moving away from its traditional 
reliance on low-priced fuel oil and 
more heavily into higher profit gaso- 
line production. With its sales off 
sharply and the number of shares in- 
creased, Union will probably earn 
only $5.25 per share this year, vs 
$6.41 in 1953. But heavy depletion and 
depreciation allowances should bring 
actual cash flow up to $13 a share. 

If Union can be called a miniature 
Shell, Pure Oil can best be compared 
with Indiana Standard. President Rob- 
ert Lee Milligan, 54, has neatly organ- 
ized interior lines of crude-feeding and 
marketing, with about half his crude 
moving to refineries in Texas, West 
Virginia, Michigan and Ohio. Most of 
it is sold in the Great Lakes states and 
the Southeast. 


ways 
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Today's Horatio Alger hero no longer 
commences his commercial career by 
selling newspapers or by sweeping the 
countinghouse floor. Sometimes he sets 
out with a Ph.D. 

He finds a job, or starts a business, 
and in due time realizes a choice credit 
rating, qualifies as a Big Customer. 

He clusters in quantity in the larger 
city suburbs, Businessmen who approve 
advertising schedules recognize him 
readily. Why not? He lives next door! 


Nor so well known, however, is the 
man who made good in the country’s 
major industry —farming. 

Usually he is a farm product himself 
and often an ag. school graduate. He 
started learning his business in infancy, 
and never stops. Because farming has 
changed more in the last thirty-five years 
than in the previous thirty centuries! 

Electrification, improved methods, 
power machinery, better seeds and live- 
stock made farming more productive. 

World War II rising U.S. income and 
population, and better marketing have 
made the industry more profitable 

Not all farms make money, however. 
Some 88% of the national farm income 





is earned by 39% of the country’s farms-— 
about two million farm families. And no 
similar size segment of our population 
ever moved into the irksome income tax 


brackets so fast and so far! 


Wane this major new customer 
classification is distributed over a lot of 
territory, the largest portion is readily 


accessible through one magazine 
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most of its 1,250,000 circulation in the 
fifteen agricultural Heart States which 
supply two-thirds of the nation’s food 
stuffs, And hand picks its subscribers 
three out of four in the top 39% bracket. 
| he SF subscriber's average annual 
cash income is around $10,000. This one 
magazine represents a bloc of consumer 
buying power equivalent to another 


national suburbia. 





Success story... with mud on his shoes! 


Phe SF farmer is steadily improving 
his plant, investing in new equipment, 
And the SF farm home is getting the 
most monumental going over in history 

being rebuilt and remodeled, adding 
rooms, new furniture and furnishings. 

These affluent farm families are Big 
Customers for new cars, record players, 
fur coats small planes winter vacations, 
and all the accoutrements of prosperity. 

Because Successru, Fanmine for 
fifty years has helped them make more 
money and live better, it has earned a 
confidence and respect that no general 
medium can match, or claim 

For more sales from this important 
segment of the national market, there is 
no substitute for SuccessruL Farmine 


Any SF office will tell you more! 


Mereviru Puscisnine Company 
De s Moines “ Neu York Chicago 
Philade lphia Cleveland, Detroit 


Atlanta, San Francisco, Los Angeles 
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Milligan was of the few oil 
men with a strong chance to increase 
his net last year. Although he had 
to cut back his refinery runs 20% in 
June, he was able to reduce his pur- 
chases of crude from others by a sub- 
stantial amount. He also boosted sales 
of natural gas, increased operating 
efficiency and expanded his retail 
marketing system, which enabled him 
to channel more of his production 
through his own outlets 

For the future, Milligan looks hope- 
fully to a refinery he bought at Le- 
mont, Illinois last year to enable him 
to increase his productive capacity 
38%. But he also had a headache: 
the Supreme Court decision on nat- 
ural gas. With 10% of his revenue com- 
ing from natural gas, Milligan had 
counted on increasing this percentage 
through his huge gas reserves in the 
Eugene Island field off the coast of 
Louisiana, The decision put a damper: 
on that 

Conservative, Philadelphia-based 
Sun Oil serves a fairly concentrated 
market in the northeastern U.S. and 
Canada. Its exploration is restricted 


one 


to the U.S. and Canada, But Chair- 
man Joseph Newton Pew, 68, has 


nevertheless estimated Sun's oil re- 
serves at 600,000,000 barrels, one of 
the richest holdings in the ranks of 
the crude deficit refiners 

In many ways, Sun is the maverick 
of the industry. Often biamed fo: 
starting price wars, Sun also has 
bucked the industry trend of putting 
out two grades of gasoline. Instead 
it refines only one grade, “New Blue 
Sunoco,” which it claims is the equiv- 
alent of any premium gasoline on the 
market. Pew also has frequently issued 
blasts against importers of foreign 
Last year, however, he re- 
adjusted his refinery facilities so that 
he could run increasingly higher pro- 
portions of foreign crude—an action 
he was forced to take because of the 
cutback in U.S. allowables 

Spending $100 million last year, Joe 
Pew opened a new refinery at Sarnia, 
Canada, a 200-mile Sarnia-to-Toronto 
products pipeline (Pew has steadily 
tightened his distribution with 
pipelines and tankers), and closed 
the gap in retail ‘outlets by building 
113 new service stations. By paying 
out only 15° of net to stockholders 
over the past five years, Sun has been 
able to spend $620 million to up- 
grade its facilities in that period 
Yet its only long-term debt has been 
the $19.2 million its subsidiary pipe- 
line companies owed at the beginning 
of last year, Joe Pew promptly cut 
it down to $12.3 million by the middle 
of 1954. But Sun has a problem unique 
in the industry: its shipbuilding oper- 
ations were off sharply last year. How- 


crude 


new 


paying preferred for the benefit of 
those who wanted hard cash. 





SUN'S PEW: 


his was a lonely road 


ever, they usually bring in only some 
2.2% of Sun's profits 


Sun's Philadelphia neighbor, At- 
lantic Refining, which buys 40° of 
its crude from others, suffered from 
the same conditions last year that 
squeezed Sun's profit margins. Presi- 
dent Henderson Supplee, Jr., height- 


ened the resemblance between the two 
companies peddling off his mar- 
in the Eastern 
Hemisphere to the Anglo Iranian Oil 
Co. “The Supplee explained, 
“will produce a substantial profit, and 
will enable Atlantic to accelerate the 
integration of its business in the West- 
ern Hemisphere, where its producing 
properties, refining facilities and prin- 


by 


keting subsidiaries 


sale - 


cipal markets are located.” With no 
production or refining in the East, 
Atlantic has found only marketing in 


an area is a very rough business 
Unlike Pew 
in Venezu la 


Supplee has reserves 
as well as in the US 
But, like Sun, he 
great stress on economical pipelines 
and ov tankers. Since 1946, At- 
has just about paralleled Sun 


and Canada lays 


ned 
lantic 





OFFSHORE SOUNDING: 
gold under the blue 


in dollar sales, growth, increase in 
refinery runs and crude discoveries. 
Net income has remained roughly the 
same for both companies. But by the 
beginning of last year Atlantic was 
producing 58.9% of its refinery re- 
quirements, to Sun’s 54%—a figure 
that probably was cut back for both 
companies by the decrease in allow- 
ables. 

More dependent on refining and 
marketing than either Sun or Atlantic 
is Standard Oil of Ohio, which pro- 
duces only 23% of its refinery runs 
Sohio, however, managed to up its 
crude production 10% in the first six 
months of last year, in striking con- 
trast to the industry as a whole. De- 
spite his dependence on somebody 
else's crude, Chairman Armstrong A. 
Stambaugh, 69, cuts costs by an in- 
tegrated marketing system, dealing 
mostly in Ohio, where he sells one 
third of all gasoline marketed in the 
state. But price cuts of 1.6c a gallon 
last year reduced Stambaugh’s prices 
to the lowest level since 1950, made 
him more dependent than ever on 
upgrading and the efficiency of opera- 
tions at his three Ohio and one Ken- 
tucky refineries. Like Humble, Sohio 
owns many of its service stations. 

Despite Sohio’s ranking marketing 
position in Ohio, Stambaugh balked 
at paying 6c-a-gallon royalty for out- 
lets on the new Ohio turnpike. Most 
of 16 companies bidding for the con- 
cession accepted the stiff royalty 
Stambaugh, however, refused. Said 
he: “We're not going to eat 6c per 
gallon just to get a position on the 
Ohio turnpike.” 

More static than Sun or Atlantic in 
crude production, dollar sales and re- 
finery runs has been Tide Water, 
hampered by the fact that it produces 
in Texas, Oklahoma and Louisiana, 
refines in California and New Jersey 
President David T. Staples last yea: 
moved to pull Tide Water up by its 
bootstraps, launched a _ long-range 
expansion program to increase the 
company’s marketing position. One 
step in the plan will down 
Tide Water's uneconomic Bayonne, 
N. J. refinery, and open a brand new 
one somewhere along the Eastern 
seaboard, probably in Delaware. 

Staples, who has no funded debt 
but does have a consistently strong 
balance sheet, planned to pay off the 
costs of this expansion by giving his 
shareholders stock dividends instead 
of cash. Tide Water's major stock- 
holders, Paul Getty’s Pacific Western 
Oil and Mission Development, which 
together own more than 50% of the 
common, apparently were entirely 
agreeable to this plan. But the re- 
sultant outcry from smaller share- 
holders forced Staples to issue a cash- 


close 
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70 
processes of law available to it.” 
Sinclair, too, ran into trouble on 


the labor front. The company clashed 


town more than any other company 
here. Their people are with us from 
the church choir right un to the town 





COMPLETE descriptive billing in one continuous operation with 
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JUWRACLE 


MULTIPLIER 








Computes and types the 


Invoices can be prepared in one continuous complete invoice in one 

operation when you use the Burroughs Miracle a | continuous operation. 

Multiplier Typewriter-Billing Machine. Here’s @ — 

how it works. Instead of first figuring the bill ¢ — ‘ le ‘ is aa \ 

then typing it up and finally machine-checking e o | vultioll nt . \ 
multiplication—not by 

the results, the Miracle Multiplier combines typ SIZ | repeated addition | 

ing, calculating and printing entries mechani » Pw . \ 

cally, eliminates the need for machine-checking ect | 


Itemized statements showing quantity, descrip 
tion, unit, total and grand total costs are quickly 
obtained in one continuous operation. Direct 
mechanical multiplication, not repeated addi- 
tion, speeds the computation. 


_ » 









Prints quantity, then 
prints unit price and 
total amount simul- 
taneously—no need for 
machine-checking of 
quantities and price. 







If you have been wondering how to save time 
and money in your billing procedure—Bur- 
roughs Miracle Multiplier is the accurate an- 
swer. See the yellow pages of your telephone 
directory for the Burroughs branch office near 
you, or write direct to Burroughs Corporation, 
Detroit 32, Michigan. 


WHEREVER THERE'S BUSINESS THERE'S Burroughs 
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paying preferred for the benefit of 
those who wanted hard cash. 


LABOR RELATIONS 

Om companies generally enjoy good 
relations with their workers because 
they employ the one really effective 
anti-strike insurance known to man: 
high pay. In the little Texas towns 
fringing major oil fields and in the 
villages along the Gulf Coast, the oil 
worker usually is king when it comes 
to cash. Commented a worker in 
Cities Service's big refinery in little 
Lake Charles, La.: “You've seen the 
town. How many other employers 
could pay the money the company 
does?” 

His observation is borne out by a 
survey conducted by the U.S. Cham- 
ber of Commerce last year. Accord- 
ing to its tabulations, oil companies 
not only pay the highest wages in 
industry, but also give their employees 
the greatest fringe benefits. Wages 
paid to oil workers in 1953 averaged 
$4,808 a year, and fringe benefits stood 
at 56 cents an hour. For this reason, 
and because 1954 was not a propitious 
year for a strike, labor relations were 
almost uniformly serene in the in- 
dustry last year. 

After its bloody, strike-breaking 
early years Jersey Standard usually 
has won the title as the industry's 
model employer. Although the union 
often has charged that its most prom- 
ising members were kidnapped into 
Jersey supervisory ranks, most Jer- 
seyites consider themselves well off, 
and were among the first in all indus- 
try to benefit from such innovations as 
paid vacations 

But some labor relations experts 
contend that last year Continental 
was running rings around Jersey and 
the other giants. In addition to the 
usual benefits, thrift and retirement 
plans, Continental was paying very 


minute attention to other labor rela- 
tions matters. For example, when 
management floated a $100 million 


loan last year, a special bulletin went 
out to supervisors explaining why the 
company turned to a loan rather than 
to a stock issue 

Last year, the National Labor Re- 
lations Board decided for the first 
that contributing companies 
must grant union demands to bargain 
over the terms in their stock plans 
Winner in the suit was the C.LO. Oil 
Workers. The loser: Richfield Oil. Al- 
though the union conducts similar 
negotiations with Pure, Gulf and other 
companies, Richfield planned to ap- 
peal the decision. “The principles in- 
volved,” said a company spokesman, 
“are so important that Richfield will 
appeal the decision to the Federal 
courts and will follow all due 


time 





law 


too, 


processes of available to it.” 

Sinclair into trouble on 
the labor front. The company clashed 
with the Oil Workers International 
Union when it rejected a 5% wage in- 
crease demand 


ran 


One of its arguments 
was of special interest to stockholders: 
For labor to share in the same gains 
that investors received 
1949, the contended, Sinclair 
would have to raise wages some $2.80 
an hour, bringing them up to $5.07. 


have since 


union 


PUBLIC & COMMUNITY 
RELATIONS 

the very effective American 
Petroleum Institute, oilmen put more 
effort into public relations than most 
other industries even talk of doing 
Shining star in the constellation is 
Jersey Standard, which is still trying 
hard to live down its sins of yester- 
year. One of the last 


Lep by 


companies to 


form its own public relations depart- 





ROUGHNECKS “MAKING HOLE”: 


kings in cash 


ment, Jersey learned the hard way in 
1942 the Committee 
started investigating company 


when Truman 
agree- 
Farben 


for the exchange of patents and proc- 


ments with Germany's I. G 


CASCS 


direct, o1 


Today it wisely follows the in- 
long-range, school of pub- 


lic relations, sponsors art contests and 
films, has one of the best picture li- 
braries anywhere 

Almost as good a job is done by 


Standard of California, particularly 


in its community relations. The citi- 
zens of Taft, Calif., for instance, held 
a spontaneous celebration in honor 
of SoCal’s 75th birthday last year 


Another example of SoCal’s topnotch 
community reiations is the comment 
of a housewife in heavily-industrial- 
ized Perth Amboy, N. J., where a 
Calso refinery is located. “Calso,” said 


she, “has entered into the life of the 


~ 
ws 


ew Te? 


, 
a | 


of the globe 
olen @199 williane 


town more than any other company 
here. Their people are with us from 
the church choir right up to the town 
council.” 

The Texas Co. is making great 
strides in PR, a field in which it had 
too long been backward, generally is 
headed in the right direction. Gulf, on 
the other hand, feels that it has no 
problem with either the public or the 
communities in which it operates. In 
defense of Gulf, it must be credited 
with a skilled community relations 
operation when it expanded its Phila- 
delphia, Pa. refinery. Again, when 
Gulf went into offshore drilling in 
Texas, it made sure local reporters had 
all the facts on the venture. Standard 
of Indiana also whips out plenty of re- 
leases, but too many of them are filled 
with froth 

Shell's skill was revealed at election 
time last fall when California’s Gov. 
Goodwin Knight blamed Los Angeles 
smog on the local oil refineries. While 
other oilmen fumed in public, Shell 
wisely underplayed its hand, drew this 
comment from San Francisco commen- 
tator John K. Chapel: “.. . it was Shell 
Oil Company who said nothing—ab- 
solutely nothing—about politics. They 
alone were willing, at least, to talk 
about it and see if there is a solution.” 


STOCKHOLDER RELATIONS 
Or the seven major integrated com- 
panies in the industry, all but Gulf 
and Socony keep stockholders up to 
date with earnings statements every 
quarter, Gulf’s mid-year report, how- 
ever, is one of the few that make it 
possible for an investor to calculate 
the book value of his holdings, a 
figure close to the heart of every 
stockholder. Two other good half-year 
reports: SoCal’s and Jersey’s both 
short but interesting. Union Oil fea- 
tures an exceptionally informative 
quarterly statement, and Standard of 
Indiana’s quarterly successfully at- 
tempts to keep stockholders abreast 
of late-breaking news. Richfield’s re- 
port, however, is one of the industry’s 
poorest, light on information 
heavy on plugs for the company. 
Socony, in rather bleak contrast to 
the other majors, figures that stock- 
holders keep up on company 
earnings by poring over daily news- 
papers. In justice to Socony, however, 
it should be pointed out that the com- 
pany does send out copies of its house 
organ to shareowners desiring it, also 
includes statements from the chair- 
man with its dividend checks, along 
with a report on the annual meeting. 
Many of the companies in the indus- 
try also send out handsome house 
organs. Best of the lot is Jersey's The 
Lamp, with Gulf’s Orange Dise and 
Texas’ Texaco Star running close. 
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Northwest. which was already trv- /[ 





“Why don’t you talk to the people at Chase?”’ 


“Chase’s Investment Service Department handles 
hundreds of problems just like yours each year.” 


“You don’t seem to have your mind 
on skiing, Ed. What’s bothering you 
trouble at home?” 

“No, Bill, nothing like that. But 
with this new job of mine I no longer 
have time for my own affairs 
vestments, for example.” 

“Why Ed, I was in the same fix 
some years ago, until a friend of mine 
told me about the Chase National 
Bank’s investment service. I’m glad 
he did, for it was just what I needed.” 

“Oh sure, I’ve heard of that Chase 
service. But I thought it was only for 
corporations—and big ones at that.” 


my in 
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“Not at all! Most of their custom 
ers are individuals—investors with 
holdings of $100,000 and up. What’: 
more, management of your portfolio 
would be guided by the policies of 
people at Chase who arrange pro 
grams for some of the biggest invest 
ment funds. Men who spend all their 
time studying trends in different in 
dustries and their effects on security 
prices would be working for you. And 
believe me, they can do a real job.” 

“Bill, that sounds fine, but isn't it 
awfully expensive?” 

You're in for a surprise on that 


~ 
. 


score, kd 


and a pleasant one. Why 
top in and talk to the 
people at Chase?” 


don't you 


Come in or write. Many Investment 
Service accounts are handled entirely 
through correspondence. Address 11 
Broad Street, New York 15, or tele- 
phone HAnover 2-6000. 


It pays to do business with Chase 


1 
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Chase 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


+ Federal Deposit Insurance Corporatio 








LOCKHEED SUPER-CONNIE 


AIRLINES 


Since airline stocks tumbled from 
their lofty pinnacles eight years ago, 
they have bumped along unspectacu- 
larly at the bottom of the market 
Wall Streeters last year tried hard to 
spark a genuine revival of investment 
interest, but airline equities, swept 
upward in the Great Bull Market, 
were in most cases far below their 
1946 levels 

The reasons for their unpopularity 
were not hard to find. Despite the 
fact that the domestic trunks on 
Forses’ list logged 12.3°% more rev- 
enue passenger miles through Sep- 
tember, other operating statistics were 
far less exciting 

© The largest gain in passenger traf- 
fic occurred on low-fare coach flights 
Thus, even though the domestic lines 
hauled in a record $776 million in 
the resultant 9.4% gain 
failed to keep pace with increased 
mileage 

e Costs, on the other hand, rose 
even faster than revenues. As a 
result of the recent rush to buy new 
equipment, seating capacity on the 
nation’s air routes increased faster 
than the passenger traffic itself, and 
load factors were depressed (see 
chart). Moreover, huge depreciation 


revenues, 


charges against this new equipment, 
together with rising labor and mainte- 
nance costs, have combined to pro- 
duce 
table) 


up big 


spotty pretax incomes (see 
While TWA and Delta racked 
gains, American recorded a 
huge loss—and the industry average 
tumbled 4.6° 
© Profits 


less promising 


consequently, were even 
Eastern, Capital, Del- 
ta and American brought fewer dol- 
lars down to net 
Among 


than last 
with higher earnings, 
TWA'’s and United's gains 
attributable to Ameri- 
can's strike, National's to capital gains 


year 
tho st id 
moreovel 


were largely 


MANAGEMENT 


Tue best performance 
of all airlines was turned in by Pan 
American 


international 


the world’s largest airline 
and the only U.S. carrier that does not 
fly domestic routes. Juan Trippe cut 
costs sharply in his four overseas di- 
visions and in the year ending in June 
dropped $7.7 million, a pittance com- 
pared with his deficit of $17.9 million 
a year Moreover, Trippe 
additional $26.8 million 


of the Government's en- 


earlier 
reaped an 
bonus (80 


tire subsidy outlay) as his reward for 


flying Old Glory into the four corners 
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Relations Relations Relations 


of the globe—and nailed down a whop- 
ping $13.2 million operating profit as 
well. 

Trippe, moreover, promised to show 
even brighter figures in calendar 1954. 
In 1953, Pan Am carried 28% of all 
overseas passengers to and from the 
US., including those traveling by ship. 
To eclipse this percentage, Trippe in- 
creased tourist flights to Europe and 
South Africa, tapped the rich mid- 
west market by flying three weekly 
flights directly to Europe from Chi- 
cago and Detroit, and by the end of 
the September quarter racked up a 
14.9°% gain in revenues from his trans- 
atlantic crossings. 

In Latin America, he raised his op- 
erating income 32% to $6.2 million 
In the Pacific, Trippe inaugurated 
tourist flights to Honolulu, converted 
22 of his San Francisco-to-Tokyo 
Stratocruisers for use in combined 
tourist and first-class service and in- 
creased passenger revenues 10.7%. At 
the end of nine months Trippe’s total 
operating revenues climbed 8°, to $168 
million and net income rose 10.8°;, to 
$10.1 million—just $672,000 short of 
his entire 1953 profit. Next summer, 
by putting seven new DC-7Bs into 
overseas service, Trippe hopes to cor- 
ner an even greater share of the trans- 
ocean market. 

The biggest obstacle to Trippe’s ex- 
pansion plans, however, will be the 
increasing swarm of foreign airlines 
and other U.S that 
drone incessantly over his interna- 
tional routes. Last year, as usual, 
Trippe continued to bombard official 
Washington with arguments he hoped 
would silence his American competi- 
tors once and for all. In February he 
sent Vice President Henry J. Friend- 
ly into the Civil Aeronautics Board 
chambers to declare hostilities on Sea- 
board & Western's request for an At- 
lantic all-cargo route. To prove he 
could handle the Atlantic himself, 
Trippe then threw his new DC-6As 
into service, and increased his cargo 
business 11% by mid-year. 


carriers as well 


Moreover, Trippe has also long cov- 
eted Northwest's Great Circle route 
to the Orient—1000 miles shorter than 
his own route through Hawaii. When 
Northwest's certificate came up for 
renewal last year, Trippe again sent 


Pan American ($217.8)° 90 90 90 90 
American (175.1) 90 75 85 90 
United (155.8) 95 90 90 95 
TWA (130.1) 90 85 85 80 
Eastern (128.7) 90 85 85 90 
Delta-C&S (48.1)+ 90 95 90 90 
Northwest (40.6) _— 85 80 75 
National (35.6)+ 85 85 85 90 
Braniff (33.3) 90 90 85 90 
Capital (21.9) 95 85 85 90 


Henry Friendly to argue that North- 
west had failed to develop its route 
properly, and that it had also neg- 
lected to match Pan Am’s modern 
equipment. To clinch his argument, 
Trippe then bought 15 long-range 
DC-7Cs for $33 million, claimed he 
would fly to Asia nonstop in 1956 if 
he could use Northwest's route. “Prog- 
ress,” proclaimed Pan Am Vice-Pres- 
ident Clarence M. Young, “demands 
this nonstop service to the Orient.” 


* In parentheses: Assets (in millions) as of December 31, 1953 


+ June 30, 1954 
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Northwest, which was already try- 
ing to shout down Pan Am’s opposi- 
tion to its proposed tie-up with TWA 
in Tokyo, bellowed that “the U.S. has 
been at the mercy of Pan American 
for years.” Today the question of who 
gets the Great Circle route is still un- 
resolved, but Northwest's clamor that 
Pan Am would operate as a “chosen 
instrument” may be just enough to 
prevent the politi¢s-conscious CAB 
from scuttling the line’s Pacific fran- 
chise. 

A victory here, however, will scarce- 
ly brighten the clouds stacked deep 
and dark on Northwest's horizon. Af- 
ter piloting the line to its most profit- 
able year in history in 1953, Gen- 
eral Harold R. Harris announced his 
plans to revamp Northwest's cum- 
bersome organizational structure and 
to spend $30 million for badly-needed 
flight equipment. He promptly clashed 
head-on with his apathetic board of 
directors on these issues and in March 
stormed out of Northwest's St. Paul 
headquarters without even bothering 
to sign his first annual report. North- 
west’s directionless board quickly sold 
two of the six Super Constellations 
Harris had ordered for 1955 delivery, 
and spent the next few months trying 
unsuccessfully to operate in the black. 
In desperation they finally promised 
a free hand to an administrator who 
would cure their ills, signed up highly- 
regarded ex-CAB chief Donald W. 
Nyrop. 

By the time Nyrop moved into Har- 
ris’ vacated office in October, how- 
ever, Northwest had already rung up 
another typically unspectacular year. 
Hampered by a shortage of up-to- 
dat® planes (over half its fleet is com- 
prised of weary DC-3s and DC-4s), a 
sagging freight business, and an ad- 
justed mail rate formula that slashed 
operating revenues by $500,000, North- 
west racked up deficits through June. 
By the end of September, revenues 
had inched up less than 1% (smallest 
gain in the industry) while strength- 
ened cost controls and lower depreci- 
ation charges eased operating net up 
5%. 

Despite the internecine warfare, 
Northwest's parade of presidents has 
combined to eliminate long-term debt, 
pay off lagging preferred dividend re- 
quirements and build up working 
capital to $5.4 million—highest in six 
years. But Northwest's prosperity is 
illusory; the carrier still lacks the new 
planes that would improve its neg- 
lected competitive position. Realiz- 
ing this, Nyrop quickly arranged a 
new $18 million bank credit to help 
pay for Harris’ Super Connies and six 
DC-6Bs as well. Other than that 
Nyrop’s plans thus far have been to 
press the CAB to allow him to dis- 
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%- Change 


(millions) from 1953 


2,517 
2,468 


American® 
TWA’* 

United* 2,465 
Eastern* 2,323 
Northwest* 690 
Delta C&S* 621 
Capital 574 
National*® 565 
Braniff* 457 


up 1% 
up 12% 
up 18% 
up 18% 
up 6% 
up 32% 
up 6% 
up 18% 
up 12% 





AIRLINE PERFORMANCE, JANUARY-SEPTEMBER 


(domestic only) 


Total 
Operating 
Revenues 
(millions) 


$154.5 
$156.2 
$148.2 
$128.9 
$ 47.4 
$ 39.9 
$ 35.9 
$ 322 
$ 34.1 


* Includes foreign operations. + $2 million deficit in 1953 


Net Operating 
Income 
(millions) 


$ 84 down 63% 
$19.7 ip 49% 
$17.2 up 3% 
$13.3 down 7% 
$ 3. up 5% 
up 33% 2. up 73% 
up 4% 1! down 44% 
up 19% 3. down 15% 
4 


up 17% 2 up 


*, Change 
from (953 


> Change 
from 1953 


down 1% 
up 10% 
up 13% 
up 16% 
unchanged 








continue certain unprofitable domestic 
stops and to fly his transcontinental 
flights through the Chicago gateway 
The CAB has already — permitted 
Northwest to break out of the winter- 
bound North into sunny Miami 
through an equipment interchange 
with Eastern. 

Braniff, too, had less-than-pleasant 
dealings with Pan Am during the 
year. The CAB ordered Braniff and 
Panagra (jointly owned by Pan Amer- 
ican and W. R. Grace) to study the 
possibility of a merger, the surviving 
company to be entirely free from con- 
trol by either Pan Am or Grace, Pan- 
agra, however, ducked the control 
issue, instead offered to buy Braniff's 
South American routes and installa- 
tions outright for $5 million. Braniff, 
which by then was fast returning to 
unaccustomed prosperity, promptly 
refused 

A year earlier, Wall Streeters say, 
Panagra's offer might have been re- 
ceived differently. Hobbled by strikes, 
high costs of introducing new flight 
equipment and unprofitable segments 
of its newly-acquired Mid-Continent 
system, Braniff staggered through 
1953 with a $1.2 million operating 
deficit. In 1954, however, President 
Charles E. Beard (elected in Jan- 
uary to succeed founder Tom Braniff, 


x 


PAN AM’S TRIPPE: CLIPPER: 


after the latter died in a plane crash) 
piloted Braniff to the most prosperous 
year in its history. Beard tightened 
up his South American operations, in- 
itiated 
class service on new 


load 


while 


and first- 
DC -6s, 


factor 


combined tourist 
and in- 
creased his from 55.6% 
to 59.5¢ flying 3% 
fewe! miles. Domestically, 
Beard also persuaded the CAB to sus- 


pend 


actually 
passenge! 
unprofitable service to seven 
small communities on his Mid-Conti- 
nent the re- 
moval of five more, and tapped the 
opulent West Coast market through 
an equipment interchange with TWA 

Beard's tight 
was also reflected in his earnings state- 
ments. While the rest of the industry 
Beard 
$300,000, 
maintenance $840,000, and 
12% depreciation 
charges, landed a $2 million net profit 
by the end of September. The current 
worry in Braniff headquarters, how- 
ever, is that the CAB will look with 
jaundiced eye upon the line’s pros- 
perity, slash its $1.4 million domestic 
subsidy or 


routes, petitioned for 


control of expenses 


was plagued by 
flight 


rising costs, 


shaved expenses by 
costs by 


despite higher 


its $2 million bonus from 
operations. To offset this 
Beard is still trying to 
wangie an equipment interchange at 
Miami his South 


overseas 


possibility 


to carry American 


for Old Glory’s “chosen instrument,” a big bonus 


75 








TWA vesenveri0ns  newers 


ome: 
Ye 


Buy Tickets Hore” 


TWA MOBILE TICKET OFFICE: 


flights New York, and is also 
campaigning to fly his planes from 
Texas into the Washington-New York 
area. His success depends entirely 
upon the sluggish, and often myste- 
rious, proceedings of the CAB 

While his route proposals languish 
in Washington, however, Beard has 
increased Braniff's working capital to 
over $7 million—highest in the line’s 
history. With no immediate need to 
buy flight equipment, Beard began to 
apply his profits against his $11 million 
long-term debt and paid out Braniff's 
first cash dividend since 1951 

TWA also tangled with muscular 
Pan Am during the year over the 
issue of whether TWA’s India-to- 
Tokyo extension should be renewed 
TWA argued that failure to recertify 
the line would result in “the greatest 
victory ever achieved by Pan Amer- 
ican in its efforts to acquire a world- 
wide monopoly in international air 
transportation and the achievement 
of its goal, the ‘chosen instrument’.” 
Countered Pan Am: “mere rhetoric.” 
Later the Indian Government helped 
settle the terminated the bi- 
lateral air agreement under which 
both Pan Am and TWA operated in 
India. 

TWA, continued to do 
some 72% of its business at home, and 
at home business was excellent. Ralph 
Damon increased tourist flights sharp- 
ly, threw more Super Constellations 
into transcontinental service, and by 
the end of September had increased 
his total revenues 10% to $156 mil- 
lion, highest nine-months’ gross in the 
industry. Moreover, he banked a $9 
million profit, $2.8 million more than 
he netted a year earlier. Although 
some of the gain in earnings was at- 
tributable to lower depreciation 
charges, most of it occurred in the 
third quarter when American Air- 
lines’ planes were grounded for al- 
most a month. In that one quarter 
alone Damon pocketed a $7 million 
profit, more than he earned in the 
entire year of 1953. 


into 


issue, 


however, 





PRESIDENT DAMON: 
despite a financial tightrope, Wall Street rumors 


Nevertheless, Damon continued to 
He had a 
capital deficiency of more 
than $2 million on his June 30 bal- 
ance sheet, needed these extra profits 
to help pay for the $40 million worth 
of Super Constellations on order for 
1955 delivery. Although Damon has 
a standby credit of $25 million, he will 
have to lay out an estimated $26 mil- 
lion of his own next year to cover his 
Currently, however, Wall 
Street is alive with reports that TWA 


will 


walk a financial tightrope 
working 


obligations 


buy “30 or more” turboprop- 
powered Super Constellations at $2.6 
million each. If so, Damon will place 
a heavy strain on his depreciation ac- 
cruals and retained earnings, may 
even be forced to tap Howard Hughes’ 
overflowing purse. But Damon will 
also thereby improve his competitive 
position immensely. At the moment 
his piston-powered Super Connies are 
35 mph slower than the new DC-7s 
flown by TWA’s trancontinental rivals 
American and United. With 420 mph 
turboprops he will fly 55 mph faster 

Competitor C. R. Smith, who racked 
up capital expenditures of over $180 
million for big, healthy American in 
the eight 1953, 


years through spent 





$40 


boasted the 


another million last year and 
most advanced equip- 
ment modernization program in the 
industry. It was this same lead last 
year which permitted him to get his 
DC-7s into the air six months before 
United, his biggest cross-country com- 
petitor. At that point, however, Smith 
tried to sew up the westbound non- 
stop market with planes that could not 
quite make the New York-Los An- 
geles run in under eight hours. His 
strategy misfired when a pilots’ strike 
grounded his entire fleet during Au- 
gust. In that one month, Smith lost 
$2.8 million and limped through Sep- 
tember with his net profit halved to 
$5.5 million. His nine-months’ gross, 
morever, dipped 1% to $154.5 million, 
and for the first time since 1949 he 
surrendered his total-revenue 
ership to TWA’s Damon. 

The strike over, Smith laid off 1,300 
employees, tightened up on his oper- 
ating expenses by cutting American’s 
scheduled mileage 10°;, and rode out 
the year with his flaps down. In Wall 
Street, however, the experts glow 
when they discuss American's prob- 
able 1955 fortunes. The line's financial 
structure is still sound and earnings, 
they estimate, will rise appreciably in 
1955 as depreciation charges decrease 
for the first time in six years. Smith 
has written off his entire fleet of Con- 
vairs and will fully depreciate his 
DC-6s by mid-1955 


ment 


lead- 


His re-equip- 
program, moreover, is near an 
end. In August he received the last 
of 25 DC-7s he had on order, leaving 
only a $10.4 million capital outlay for 
7 DC-6A cargo planes in his 1955 
budget. 

Smith's cargo business, already the 
heaviest among domestic trunks, was 
the brightest chapter in his 1954 finan- 
cial story. Despite the fact that in- 
dustry-wide shipments were well be- 
low 1953 levels, American’s ran 12% 
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“The World's Most Promising 
Technological Revolution” 


The word “electronics,” symbolizing the 
science and industry surrounding the electron 
tube, became a part of the American vocabu- 
lary only a few years ago. The forerunner of 
the Electronics industry was the radio manu- 
facturing and broadcasting business prior to 
World War II. Then the war brought the 
magic eye of radar and other electronic 
equipment, and the public became aware of 


that new word—“electronics.” 


Today, the Electronics industry is an 
$8,000,000,000 industry 


vision, radio, military electronics, commer- 


counting tele- 


cial electronics, broadcasting, and related 
areas. There is every indication that within 
6 or 7 years it will be a $13,000,000,000 
industry. And it will keep right on climbing. 


No other major industry will grow that fast 
between now and 1960. The Electronics in- 


dustry has been described, truly, as “the 


world’s most promising technological revo- 


lution.” 


The Armed Services are by far the largest 
customers of the Electronics industry. The 
electron tube is the very heart of the modern 
military force—in communications, naviga- 
tion, gunnery systems, guided missiles, etc. 
Not far behind is television, whose growth 
in the past several years has been unprece 
dented. In the years to come, Electronics will 
become more and more firmly a part of 
commerce and industry, especially in com- 
puters, the amazing machines which give 


new breadth to man’s brains and hands 


The future of Electronics has no horizon 
Scientists and engineers throughout Sylvania 
are constantly finding new and better ways 
to put Electronics to work. They are keeping 
an eye to the future—assuring constant 


progress in the years ahead 


¥ SYLVANIA ¥ 


1740 Broadway, New York 19, N.Y. 


in Canada: Sylvania Electric (Canada) Lid., University Tower Building, St. Catherine Street, Montreal, P. O 


Sylvania Electric Products Inc. + 
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AMERICAN’S SMITH: 


a strategiw 


misfire 


higher, to around $13 million, by year- 
end. To keep ahead of fast-approach- 
ing United Smith has al- 
ready begun a creative selling cam- 


paign to entice 


however, 


more cargo business 


from shippers nov 


using other means 

of transportation 
United’s dynamic W. A. (“Bill”) 
Patterson meanwhile had also in- 


creased his own freight business some 
22% by September 


loosen 


In an attempt to 


American's strong grasp on 
the cargo market 


freight 


Patterson signed a 
pact British 
Overseas Airways Corp., which per- 
mits him to ship to Europe via BOAC 
flights out of Chicago. A month late: 
he scored an greate! 
tying in the 
ments on his 80-city 
work with the 84 
Pan Am 


Patterson also edged up 


forwarding with 


even coup by 


similarly freight 


ship- 
domestic net- 
foreign countries 
served by 
closer to 
American's perennial leadership po- 
sition in the passenger trade 


he had 


Because 
swung into his equipment- 
buying program later than Smith did, 
he spent most of the year logging in 
new quickly 
service on the cross-country 
with American. Once 
however, Patterson's DC-7s 


recovered the 


planes 


throwing them 


into 
routes shared 
in the ai: 
quickly nonstop 
sengers earlier to 
When his competitors 


pas- 
lost American 
pilots walked 
out, however, Patterson had his planes 
waiting to absorb a fat share of Amer- 


ican’s daily traffic of 20,000 passen- 


gers. By the end of September he had 
tallied 18% more revenue passenger 
miles, increased his gross 13° to 


$148.2 and netted $3.13 per share 
l7c better than a year earlier. He 
also served notice that he planned to 
keep the traffic thrown his way dur- 
ing August; while Smith curtailed his 
schedules, Patterson increased his own 
daily seating capacity by 30% for the 
fall and winter months. 

Still in the throes of expansion, 
Patterson siphoned off an additional 
$4.5 million into depreciation charges 





STRIKING PILOTS: 


nd a wall 

and b the end Septem de nad 
thrown of] $17 millior In 1955 
his depre t cl ges will rise ever 
highe Although he received the last 
of 55 ¢ 40 ast June and b 
year-e! ecepted all but a fs 
of the 25 Dt is he had on orde } 
still had a $21 on order outstane 
ing for other additional passenger and 
cargo | ‘ Dx pite tni nea 
drain o hi ncome however, ex 
banker Patterson turned a handsome 
profit. Te crease it still further he 


shrewdly embarked on a five-year $18 
million cost control program and au 
thorized an additional $4 million out 
lip his entire 179-plane 


lay to eq fleet 


with radal 


Almost Pattersor 


line industr 


airborne 
equal as the all 
East 


financial wizard 


erns Eddi Rickenbacke) 


his plan t langle 


aiso made 
with mighty Ame 
announced that he 


million 


ican would spend 
{ allowed to compete with 
the “long entrenched” carrier between 
the Northeast and Dallas-Fort Worth 
Pending a CAB 
Rickenback« 


millions new 


decision, however 


already tying up 


light equipment—16 


big Super Constellations, which ar- 


rived in 1954, and 12 DC-7s, which 
will be delivered this year 
For Rickenbacker, however, the ex- 


penditure is hardly a strain His 
rock-solid financial structure and ex- 
tremely lucrative routes enabled him 
to begin to write off his equipment in 
four years and carry $25 million an- 
nual depreciation charges, an amount 
that 


to bankruptcy 


would doom most other carriers 
Moreover, he will in- 
crease depreciation throw-offs by an 
additional $3 million during 1955. De- 
spite these charges, however, Ricken- 
backer is quickly paying off his debts, 
expanding his working capital, and 


is 





UNITED'S PATTERSON 


fattened his income 


sheet 


Eastern’s annual 
to $1. His stockholders 
looking 1956 
hen slackened depreciation will pe 
Eastern’'s 
filte: 


na even doubled 
dividend rat 
are eagerly forward to 
t a larger percentage ol 


handsome operating income to 
cs n to net 

But an even greater reason for op- 
Rickenbacker’s inves- 


fact that 


m among 
oT i> the 


amily slac b 


Eastern’s nor- 


summer season has be 


ne a bona fide boom, last yea 


immer quarter actually outgrossing 
the rich winter quarter of 1953. More- 
e! while Rickenbacker was et! 


neering another $250,000 in annual! 


evenues from an equipment 


with Northwest 


inter- 
the CAB put 


brighter luster on Eastern’s financial 


cnange 


picture by adding an additional $155,- 
000 in mail Eastern's 
still 


merge! 


revenues In 
headquarters there was also hope 


that the 


alive long-pending 
vith Capital will eventually material 
ize, giving Eastern a clean sweep of 
the Eastern Seaboard from Canada t 
the Caribbean 


That hope, however, is dimming 
Ever since President Eisennowe1 
slapped a veto on a previous merge! 
with Colonial on the ground that 


Rickenbacker had improperly gained 
the CAB had favored award- 
Colonial to National 
Nothing in this world would please 
National’s George T. Baker more than 
to pull this plum out of the grasp of 
his arch-rival Rickenbacker 

Not that Baker's 


isn't already solid 


control 


ing hapless 


route structure 
enough. On the 

line duplicates 
Rickenbacker’s New York-to- 
Miami Bake: 
ground out 20° more passenger miles 
and revenues 17% to 
$38.6 before he closed the 
books on his fiscal year in June. In 
the September quarter, 
rang up a 22°; 
serenely 


contrary, his main 

rich 
run Consequently, 
increased his 


million 


however, he 
higher gross, sailed 
into winter with bigger, 
spanking new planes to absorb the 
rapidly swelling volume of Florida- 
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Looming Larger 


on 
America’s Roads... 





















More and more, the FLYING —A—stands out 
on American highways as a symbol 
of quality in petroleum products. 
More and more drivers want FLYING —A— 
power in gasoline. And very proudly the 
FLYING —A— appears on the blue and gold 
can of new Veedol 10-30—the sensational 
motor oil that assures highest octane 
performance and greater gasoline mileage! 
For further advances in petroleum 


keep your eyes on the FLYING —A—! tf y, J) 
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bound winter-time vacationists. 
During the year Baker also plunged 
deeply into acquisition of new flight 
equipment, In doing so he turned a 
$6.1 million working capital position 
into a $670,000 working capital deficit, 


but by September was flying four 
DC-7s and 12 Convair 340s. As a re- 
sult, Baker also had to increase his 


depreciation charges 67°, to $3.6 mil- 
lion annually, and shave his pretax 
net 25%. And like all other airline 
executives suffering from expansion 
pains, Baker watched National's load 
factor slip 5.5% through September. 

Baker, however, had little cause for 
worry. As more and more sun- 
seekers migrate South (both he and 
Rickenbacker have scheduled 24 daily 
flights from New York to Florida this 
winter) load factors will climb sharp- 
ly, and revenue dollars will pour in 
faster than expenses pour out. At 
any rate, there is little doubt in Wall 
Street that “Ted” Baker will continue 
to squeeze his revenue as tightly as 
anyone in the industry. Nor 
any doubt that he intends, through 
shrewd promotion, to knife even 
deeper in the tough hide of one Ed- 
ward V. Rickenbacker 

Like National, Delta closed out its 
fiscal year in June. By then President 
C. E. Woolman had successfully com- 
pleted the long and expensive task of 
merging Chicago & Southern’s routes 
with his own. While integrating C&S's 
personnel and phasing out its Mem- 
phis maintenance base, Woolman also 
unloaded its aged DC-3s, replaced 
them with modern Convair 340s, By 
the end of September Woolman also 
had four DC-7s in passenger service 
Six others will arrive by April, com- 
pleting the $33 million expansion pro- 
gram he initiated two years ago. 

The effect of this new equipment 
was reflected pleasantly in Woolman’'s 
operating statistics for the September 
quarter, Seating capacity rose 19%, 


is there 





CAPITAL VISCOUNT: 


the gauntlet was flung 


106485 fséihwoe Dok 46 be 


sae ore 





EASTERN'’S RICKENBACKER: 


sunseekers in the load factor 


revenue passenger miles 20°;, and his 
load factor began inching up closet 
to 60° the industry's standard of 
respectability In that same period, 


Woolman S ross 
16% to $11.9 million 


merger 


volume _ climbed 
and with heavy 
behind him, he 
turned last year’s dismal $41,000 deficit 
into a mellow $632,000 profit 
Although Woolman has a $10.8 mil- 
lion debenture debt left over from the 


expenses 


merger and a $13.7 million unsecured 


bank loan outstanding, he throws off 
in depreciation far more than he pays 
out annually in interest. His working 

healthy $9 


with cash items 


capital, moreover, was a 
million in September 


actually exceeding current 


liabilities 
To improve his financial position, how- 
ever, Woolman has been campaigning 
loudly for higher fares and a subsidy 
for his deficit-ridden Caribbean serv- 
ice. In addition, he claimed 


that h: $12.5 
million on additional flight equipment 


recently 


would spend another 


, « 
sions 2 mn es 


80 


<n; 5 aie 


if the CAB would grant him an entry 
into Washington and New York—the 
same market now being tapped by 
every other trunk line concentrated 
east of the Mississippi. 

Last year’s smartest management 
act, by far, was performed by Capital’s 
James H. (“Slim”) Carmichael. Long 
hampered by outdated equipment, an 
unbalanced route structure and fierce 
competition from the U.S.’s five larg- 
est airlines, Carmichael flung the 
gauntlet at the giant carriers swarm- 
ing over his in 340s and 
DC-7s. Last summer he signed a con- 
tract to buy an airliner no one else 
had. When the first of 60 British-built 
Viscount turboprops arrives early this 
year, Carmichael will have caught his 
more prosperous brethren with thei: 
pistons showing 


territory 


As if to conceal their own hasty 
trips to California, where outdis- 
tanced Lockheed, Douglas and Con- 
vair labor over their turboprop mod- 
els, Capital's competitors have bluffly 
insisted that Carmichael’s plunge was 
a desperate one. Carmichael takes an 
different view. He claims 
Capital will not only introduce an en- 
gine simpler to overhaul and maintain, 
but will 


entirely 


also cut maintenance costs 
sharply by replacing its entire fleet 
with one type of plane. In addition, the 
Viscount’s superior operating economy 
and its almost incalculable passenger 
appeal will more than compensate for 
the $67 million outlay 

But since Carmichael did not have 
to lay out a single red cent as a down 
payment, his expenditure is not as 
staggering as it looks. The actual pay- 
ments on these planes will be spread 
over the next seven years, payment 
for each individual plane beginning on 
the day of its delivery and extending 
for 60 months thereafter. As each 
plane arrives, however, Carmichael 
plans to lighten the load by selling 
off one of his present DC-3s or DC-4s. 
In order to clear his books of current 
obligation, Carmichael will retire an 
outstanding $4.5 million loan during 





PRESIDENT CARMICHAEL: 
without a single red cent down 
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Take the Wheel—and Overtake Tomorrow! 


Some day other cars may attain the cleancut distinction of Pontiac styling or the 
clearcut advantages of Pontiac’s Strato-Streak V-8 performance. But not now! Today, these 
car-of-tomorrow features are Pontiac exclusives— visual and thrilling evidence of the long way Pontiac 
has gone to bring you a joyously new kind of motoring. Just how delightfully different Pontiac 
ownership can be we invite you to prove by piloting a Pontiac on a route of your choosing. And 


don’t be afraid to lose your heart! This future-fashioned General Motors masterpiece is tagged with 


a wonderfully pleasant price. Confirm today the many reasons why it’s Pontiac’s year to star! 
SEE THE RED BUTTONS SHOW, FRIDAYS, NBC-TV 


. 
*Pontiac ¢ 


WITH THE SENSATIONAL STRATO-STREAK V-8 


PONTIAC MOTOR DIVISION OF GENERAL MOTORS CORPORATION 
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1955 (three years before it is due) 
leaving only a $1.6 million debenture 
debt to erase by the end of 1957 

The hue and cry over the Viscount 
purchase, however, obscured 
another Carmichael coup involving a 
plane swap with BOAC. Next year 
Carmichael will hand over seven long- 
range Constellations 
necessary 


almost 


which are un- 
to his tightly compressed 
route structure, receive in turn a like 
number of 
(thereby standardizing his present 
Constellation fleet until the Viscounts 
replace them). For the deal he also 
will get a fat $3.9 million in cash to 


boot 


short-range versions 


LABOR RELATIONS 


LAST waved the 
American flag a little too vigorously 
in Guatemala, fired 16 employees ac- 


year Juan Trippe 


cused of being sympathetic to the 
Pinkish government of deposed Pres- 
ident Jacobo Arbenz Guzman. A 
labor court, however, subsequently 


ruled that political beliefs were not 
punishable under labor laws, ordered 
Pan Am to shell out almost $28,000 in 
severance pay 

Pan labor troubles 
last year were trifling compared with 
domestic discontent In November, 
President Eisenhower had to step into 
an extremely touchy labor situation 
between 20,000 members of the Inter- 
national Association of Machinists 
(AFL) and six of the nine top do 
mestic trunklines. Contract negotia- 
tions with Capital, National, North- 
west, TWA, United and Eastern be- 


gan in May, collapsed in October, and 


Am’'s overseas 


threatened to erupt into a nation- 
wide strike. The President, how- 
ever, quickly appointed an emer- 
gency board to investigate the dis- 


BRANIFF HOSTESSES: eager to please 





pute, thereby delayed a walkout for 
at least 60 days 

Industry executives sighed with re- 
lief. An all-too-graphic example of 
the damage a strike can do had ap- 


peared a few months earlier when the 


Air ‘ine Pilots Association pulled a 
v it at American, grounded C. R 
Sinith’s entire fleet for 24 days. In 


that one, Smith probably overplayed 
his leading role, inadvertently helped 
his airline to lose almost $3 million 
in om which wrecked its 
profits for the entire year. Granted 
that the pilots saw in American's new 
non-stop flights from New York to the 
West Coast an excellent opportunity 
to practice the latter-day art of feath- 
erbedding, Smith did little to relieve 
the tension by playing fast and loose 


month 


with a Government eight-hour rul- 
ing 

Nor did he much help the situa- 
tion while negotiations were in prog- 


ress when he stormed off to Wash- 
ington to get the CAB to waive the 
rule By the time the pilots finally 
made their decision to walk out, 


Smith apparently was almost ready to 


concede that suspension of the ruling 


would apply only to American's few 


cross-country nonstops, and not to 


American's entire system But the 
pilot suspicious of trickery, went 
home stayed there for almost a 


month, and read Smith's fuming pro- 
tests in the papers. It did not much 
help matters that Smith, in principle, 
was probably right. In practice, a 
quieter, equally determined approach 


might well 


have meant a less disas 


trous episode 


PUBLIC & PASSENGER 
RELATIONS 


AIRLINES today are singularly aware 











EASTERN FLIGHT ENGINEER: 
high-priced talent 
that passenger revenues are directly 
proportional to passenger satisfaction, 
and that the surest way to keep pas- 
sengers happy is to fly them on the 
fastest up-to-date equipment 
available. Consequently, as the indus- 
try’s equipment modernization pro- 
grams gained momentum during the 
year, passenger 
passenger 
heights 
tions, for 
American 


most 


revenues as well as 
relations soared to new 
DC-7s and Super Constella- 
instance, permitted TWA, 
and United to treat their 
cross-country customers to fast, non- 
stop service for the first time. Othe: 
lines used their big, comfortable air- 
liners as arguments to gain approval 
for an assortment of equipment in- 
terchanges, thereby making possible 
through flights from one trunk’s ter- 
ritory to another's, without subjecting 
passengers to the usual annoyance of 
changing planes 

But the airlines also knew that the 
public mind is as changeable as Chris- 
tian Dior’s fashions, and that shiny 
flight equipment can quickly become 
as tarnished and unglamorous in the 
eyes of air habitues as last year’s au- 
tomobiles. For that. reason United 
continued to test a mock-up of its 
Airdock, which will eventually permit 
it to unload passengers, mail, baggage 
and freight from its modern airliners 
in only four minutes. For the same 
reason, luxury flights by Pan Am 
and other long-distance movers were 
more luxurious last year than eve! 
before 

But since luxury travel, with its 
orchids, champagne and breast of 
chicken Veronique is diminishing, 
most airlines last year followed Pan 
Am’'s and TWA'’s lead, began to 
broaden the passenger market still 
further by instituting “fly now—pay 
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Significant Anaconda contributions to U. S. progress in metals — 1953-1954 





eT a a oe cease ane me Anaconde's new open pit copper mine ot Weed Heights, 
of Chile Exploration Company —-an Anaconda subsidiary —is completed. one pay ber, 1953, is now producing 
5 Ib @ month. 








Aluminum. The new Anaconda reduction plant now being built near Uranium. Working with the U. S. Government, Anaconda builds a 
Columbia Falls, Mont. Scheduled to start production in mid-1955. processing plant and develops uranium ore properties in New Mexico. 








Brass Mills. New pre-formed copper tube grids for radiant panei’ Wire Mills. Anaconda Wire & Cable Company expands research and 
heating come from The American Brass Co., an Anaconda subsidiary. production facilities for turning out its highly engineered line of copper 
and aluminum electrical conductors. 
a a) re Today an important fact faces all of us: you can’t replace 
copper with any other metal without losing something. 


For copper and its alloys have many virtues—high thermal 


ere of and electrical conductivity, ease of machining, forming, 


drawing, stamping, plating, welding, fabricating, and 


a high scrap value. 
€ G p pe r Since World War II, copper producers like Anaconda have been 


expanding mining operations here and abroad, developing new 
$Y pply ore bodies, and revitalizing many existing mines with new methods, 
As a result, the U.S. faces no lack of copper. All the copper 
we need—for peacetime and preparedness—is there, ready to be 
mined, refined and fabricated for all the demands of industry. 


64404a 


The American Brass Company 
Anaconda Wire & Cable Company 


Andes Copper Mining Company 
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Greene Cananea Copper Company 

Anaconda Aluminum Company 
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BRANIPP PASSENGERS: 
“fly now 


later” plans. Public acceptance was 
so immediate that some experts were 
predicting that this latest gimmick 
would eventually prove to be as im- 
the 
low-cost coach flights some years ago 
Before TWA had its plan in opera 
tion three weeks it grossed $250,000 
Pan Am’s credit business climbed in- 
to the millions, while sold 
50,000 credit packages during 1954 
By year-end, only United had resisted 
the trend to installment-plan fares 
Nor 
tions men miss an opportunity to cap- 
italize on the public acceptance of 
Am, for 
humanitarianism by 
selling its first plan to a German emi 
grant who, during two years in the 
U.S., saved $500, o1 
than the 
son's family 


portant as was introduction of 


Eastern 


did the airlines’ public rela- 


these plans. Pan instance 


publicized its 


considerably less 


709 necessary to bring his 
TWA 
speeding a Japanese 
bride to her 
Trieste, for 


from Germany 


took credit for 


wal soldier-husband in 
children with 
their parents, for enabling newlyweds 
Braniff 
allowed students, teachers and busi- 
ness women to the cultural 
beauties of Latin America at jewelry 
store 10% down, with up to 20 
pay 

But the high-flying airmen were not 
always so successful in their relations 
with the public 
triotic offer to save millions of tax- 
payers’ dollars by courageously going 
it alone in the Atlantic and Pacific 
failed to obscure the less-publicized 
fact that he is currently fighting an 
anti-trust suit regarding his control 
of Panagra in South America. North- 
west's unfortunate airing of its man- 
agement squabbles the 


uniting 
to finance their honeymoons 
enjoy 
rates 


months to 


Juan Trippe’s pa- 


was year's 





pay later 





r” has replaced orchids and champagne 


worst example of public relations, 
while the best was Delta C&S’s offer 
to the Haitian Government to supply 
free cargo space on its daily flights to 


Port-au-Prince for emergency relief 
shipments of food, drugs and medi 
cine to the island’s hurricane-stricken 
cithe 


STOCKHOLDER RELATIONS 


On Chicago's South Cicero Avenue 
one day last April, a stockholder stood 
up during United's annual meeting 
and said I would like to see the 


company pay a 37c quarterly dividend 
the This 
little the 


instead of 25c rate would 


add a color to common 


which has been listless and unpopu 
lar the last two years.” 
If United's stockholders were sad- 


dened by the line’s inability to provide 


a large! eturn on thei: 


those ol 


investments, 


other carriers had more cause 


to be crestfallen. For Patterson signed 
awa 16 of his 1953 net income in 
dividend checks—more than any 
other airline. In 1954 he paid out the 
ame $1.50 on each share of common 
provided United's equities with the 
best yield in the industry—this despite 
the fact that Rickenbacker doubled 
Easter annual payout to $1 and 
Bak« raised National’s from 50c to 
60c, and Beard handed Braniff stock- 


holders their first 50c dividend in three 
TWA Northwest 


on the other hand paid nothing at all, 


years Capital and 


Northwest and Capital extending their 


yieldiess streaks to eight and nine 
years, respectively 

Yet there is little evidence that 
United's distressed stockholder, o1 


that 
be gladdened by substantially higher 


any others for matter, will soon 


cash payments. Depreciation charges, 


&4 


» a 
Rs 


now heavier than ever, drain off huge 


sums which otherwise might filter 
down into dividends. Debt restric- 
tions, and the almost life-or-death 


necessity of retaining a high percent- 
age of earnings for inevitable future 
expenditures, have contributed heav- 
ily to the listlessness of airline equi- 
ties in Wall Street. 

The problem may be even knottier 
in the future. Within five or 
years, experts Say, the nation’s air- 
lines will be forced to make stagger- 
ing capital outlays (as high as $3 bil- 
lion) for jet and turboprop equip- 
ment. But, as Eastern’s Rickenback- 
er summed it up last year, “if carriers 
do not have good earnings and good 
dividend records, they will not be 
able to get the funds needed for new 
planes.” And without the necessary 
funds, Rickenbacker added, the air- 
lines will have to turn to large-sized 
debt financing 

Other executives have 
the same gloomy prediction 


ten 


voiced 
Low op- 
erating margins, they say, will con- 
tinue to prevent the accumulation of 
adequate financial 


top 


reserves whereas 
continued low earnings may frighten 
away investors when the need for 
capital is greatest 

Surprisingly few airlines, however, 
from United and Delta (whose 
nual reports are the best-deto.ied) to 
Northwest (whose yearbook is as col- 
orless as its dividend record) clarify 
this low earnings situation for their 
stockholders. With varying degrees 
of optimism, they all devote columns 
to explain their immediate 
more lucrative routes, proudly graph 
the constant upward spiral of rev- 


an- 


need for 


enues, lay out pictures of shiny new 


equipment—and gloss over the touchy 


subject of dividends as quickly as pos- 
sible. 





AMERICAN STOCKHOLDER: 
why gloss over the dividends? 
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NCB TRAVELERS CHECKS 
are great for going places! 


You'll be riding high, free from worry about your funds wherever you 
go when you carry National City Bank Travelers Checks becaus« 
there is no safer way to protect your travel money 


Cash can be easily lost or stolen —and then it's usually gone for 
good. NCB Travelers Checks are promptly refunded in full if lost 
or stolen. They are spendable like cash everywhere and have been 
the choice of.experienced travelers for almost half a centur 


Issued in $10, $20, $50 and $100 denominations in a 
handy wallet. Cost 75¢ per $100. Buy them at your bank 


The best thing you know wherever you go 


NATIONAL CITY BANK 
TRAVELERS CHECKS 


Backed by The National City Bank of New York 
Member Federal Deposit Insurance Corporatior 
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= FARM MACHINERY 


However the farm machinery makers 
looked at it, 1954 was not their year. It 
was bad enough that farmers were 
making their old tractors and harves- 
ters do for a bit longer: on top of that, 
defense cutbacks and poor judgment 
in letting inventories pile up took a 
further toll of profits and output 


VANAGEMENT 


Wuen a whole industry, a whole seg- 
ment of the economy, turns soft, man- 
agement has an excuse to throw up its 
hands with a plaintive “We're doing 
the best we can with a bad situation.’ 

In many respects, indeed, there is 
But when one 
company in suc h a situation actually 
makes progress against the prevailing 
winds, it quickly wins Wall Street's 
respect for exceptional management 

Last year, the $402 million Allis- 
Chalmers Manufacturing Company 
could well claim this distinction. Allis- 
Chalmers’ net income rose $4.1 million 
to $19.3 million in the nine 
months, at a time when its two big- 


little that can be done 


first 


gest competitors’ profits were off 30% 
and 20°% respectively. It is true, of 
course, that Allis-Chalmers’ sales 
were sweetened by some $20 million 
in gross resulting from the acquisi- 
tion, late in 1953, of engine-making 
Buda Company. But its over-all sales 
were not the thing that made Allis- 
Chalmers’ record the notable one it 
was. The truly significant item in the 
Allis nine-month 
was its 11% pretax profit margin, a 
striking improvement over last year’s 
80-80 BB", 

This trend-bucking showing by 
Allis-Chalmers, led by President Wil- 
liam A. Roberts, takes on added luster 
when held up side-by-side with that 
of International 


Chalmers’ report 


Interna- 
tional Harvester, a billion-dollar con- 


Harvester 


cern and one of America’s great in- 
dustrial giants, is the 
bellwhether of the 


business 


unquestioned 
farm equipment 


Its top-dog position, how- 


ever, did not save Harvester from a 
bone-jarring 263 million 21%) 


slump in sales in its 1954 fiscal year 
100,000 stock- 
holders from the unsettling news that 
their nine-months net had fallen off 
a big 30%. In sharp contrast with 
Allis-Chalmers’ widening margins, 
Harvester's narrowed down to 7.4% 

It can be objected that the compari- 
son is not a fair one. Allis-Chalmers, 
so runs this argument, started life as 
a machinery maker, moved into the 
farm field only at the end of World 
War I, while Harvester is, and always 


Nor did it save some 


working capital $31.9 million, thereby 
— 4 i yy . 


has been, primarily a manufacturer of 
agricultural equipment 

Sut the actual fact is that 
Chaline rs 
farm equipment division for more than 
half its total sales volume, while Har- 


vester (excluding exports) earns only 


Allis- 


counts on its tractor and 


30% of sales from its farm lines. For 
another thing, Harvester is almost as 
large in the field as in 
1953 truck sales 
a volume surpassed 


Motors and Ford 
Harvester's roughly 


automotive 
farm equipment. Its 
hit $300 million 
only by General 
Furthermore 
$50 million annual volume in refrig- 
erators and air-conditioners makes it 
a contender of no mean importance 
in the appliance field 


Allis-Chalmers, while equally di- 





ALLIS-CHALMERS’ ROBERTS: 


tractorman of the year 


versified, is diversified in a different 
fashion. With one hand, President 
Roberts competes for tractor sales 


with Harvester and such down-the- 
line farm equippers as Deere and J. I 


Cast With the other, he 


on Gen 


coolly takes 
ral Electric and Westinghouse 
to hold a solid third place in the man- 


ufacture of heavy electrical goods 


Obviously, then, neither Harvester 
nor Allis-Chalmers are 
farm equipment-makers 


exclusively 
The unan- 
swered question in all this is: what 
part did their varying sales mixes play 
in their sharply contrasting fortunes 
last year? 


In Allis-Chalmers’ case, the 


tion is not an easy one to answer 


ques- 


against such manifold and 
powerful competition, plus an assort- 


Certainly 


ment of troubles, it has been no easy 
task for Roberts to bring his company 
with the flying 
showed this year 


through colors it 

Defense orders, for one thing, were 
off 40°, to $55 million, in the first 
nine months after Allis-Chalmers’ La 
Porte (Ind.) works had just 
wound up its job of building high- 


about 


speed prime movers for the armed 
forces. Moreover, farm equipment and 
electrical lines were even more com- 
petitive than usual. On top of all this, 
Roberts year with only 
$37.7 million in cash, enough to scrape 


by on, but 


began the 


barely so, and an 
amount which left him little leeway to 
maintain the $4 dividend rate 


just 


In this situation Roberts rolled up 
his sleeves and resolved to hold the 
dividend line and keep profits up. First 
he cut costs wherever possible, vigor- 
ously took advantage of what he calls 
“more markets.” 
Product development, too, received a 
high priority. Roberts brought out his 
WD-45 tractor late in 1953, re- 
ports it “has had a tremendous impact 
onthe farm equipmentindustry.” Allis- 
Chalmers also took a hand in devising 
a new pelletizing process for taconite. 
Though this latter project was taken 
on as a service for customers, it helped 
earn a big machinery order for the 
West Allis (Wisconsin) Works 

Helped by such things, higher mar- 
gins more than offset a 4% 
cline in the nine months, and net in- 
come rose from $4.53 a share in 1953 
to $5.59 in the same period last year. 
Thus, the $4 dividend rate was safe, 
and by October, Roberts had boosted 


favorable materials 


new 


sales de- 





Public & 








Labor Community Stockholder 

Management Relations Relations Relations 
International Harvester ($972.5)* 90 85 95 95 
Deere (431.4) 90 95 90 80 
Allis-Chalmers (401.5) 95 85 90 90 
J. 1. Case (145.6) 65 90 75 75 
Oliver (117.4) 80 85 75 80 
Minneapolis-Moline (92.5) 80 90 90 85 

* In parentheses: Assets (in millions) as of December 31, 1953 
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UNIVAC...Changing the Course of Business History! 


First so-called “giant brain” on the mar 


ket—first in large-scale production — first 


electronic computing system to satisfy 


the diverse needs of business—the 


Remington Rand Univac now places 


the wonders of electronic computing in 
the hands of 


American management 


Yesterday's dream of automatic office 
procedures has become an accomplished 
fact today! 

Unprecedented savings are being 


made every day with Univac: in one in 


e 
ELECTRONIC COMPUTER DEPARTMENT Hemington. Mtana 315 
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stance, it took just 21 minutes to per 


form a computation which would other 


wise have required 250 man hours and 
seven machine-weeks, Also, Univac is the 
on available computing system with 
exclusive selfl-checking features 1uto 
maticall ind with reliability and accu 
racy, handling alphabetic and numeric 
data ith equal ease 


It's no % list of Univac 


bluebook ol 


onder that the 


users reads like the 


American industry! Farsighted compa 
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working capital $31.9 million, thereby 
strengthening the company’s current 
assets-to-liability ratio from a 3.1- 
to-1, to a more healthy 4.8-to-1. 

Around the same time, a promising 
new field opened to the company. 
Since Allis-Chalmers counts the elec- 
trical equipment giants as competi- 
tion, Roberts has long been acutely 
conscious of the work Westinghouse 
was doing on the atomic power plant 
now abuilding at Shippingport (Pa.), 
Allis-Chalmers had itself done con- 
siderable work for the Atomic Energy 
Commission, and was no novice in the 
field. At last, toward the end of the 
year, Allis-Chalmers got its chance 
to work om the commercial applica- 
tions of atomic energy: in October, 
the AEC disclosed that Allis-Chalmers 
had been chosen to design and build 
the power generating unit for an 
atomic power test plant to be con- 
structed at Lemont (Ill) and sched- 
uled for completion in 1956 

Investors were obviously pleased 
by Roberts’ way of doing things. While 
most farm shares 


equipment were 
languishing well below their 1951 
high-water marks, Allis-Chalmers 


was bid up to a new high of 74%. 

Toward year's end, the bull market 
excitement caught International Har- 
vester and swept the giant farm equip- 
per’s stock to a new postwar high 
(though still short of its 1937 peak at 
40). Whatever the reason for such op- 
timism, it was not to be found in 
interim reports, which showed the 
lowest earnings since the war ended. 
This dismal showing had, in fact, set 
some Chicagoans to recalling what 
President John McCaffery had once 
said of his job: “You have to make 
some stuff and sell it to somebody 
for more than it cost you. That's about 
all there is to it except for a few mil- 
lion details.” 

It was the details, last year, that 
were causing McCaffery plenty of grief. 
Detail: defense cutbacks slashed $121 
million from Harvester’s sales for the 
October 31 fiscal year. Detail: the no- 
holds barred fight between GM and 
Ford was pinching McCaffery's truck 
sales almost as badly as it had Chrys- 
ler’s autos. Detail: Canada, which 
took $70 million of Harvester products 
in 1953, last year took less than half 
that amount. Finally, the farm and 
truck slumps had nicked sales a fur- 
ther $115 million. 

“In the normal pattern of the Amer- 
ican economy, to which the company’s 
business now seems to have returned,” 
said McCaffery, “a constant succession 
of new and improved products is the 
surest road to success and business 
stability. Consequently, the search for 
new and better products is always go- 
ing on.” Always one to keep his word, 


complishment. He had managed to 
cut his inventories $12 million by Oc- 
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“E THE FARMER'S POCKETBOOK 
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“PARITY” INDEX shows the relation- 
ship between prices the farmer gets for 
his crops and the general level of 
prices. With farm commodity prices 
well below “parity” in the last few 
years, farmers have, naturally enough, 


tightened up on machinery purchases 


McCaffery last year handed his dealers 
the following new Electrall, a 
small, portable generator that farmers 
can attach to a tractor or truck and 
bring right out in the fields; a new, 
more powerful, 201-horsepower valve- 
in-head truck engine; a new self-pro- 
pelled combine 


items 


To keep sales from slumping furthe: 
(they were down $114 million in the 
April quarter alone), McCaffery took 
some effective but profit-cutting steps. 
In September, he slashed prices on his 
smaller farm bringing his 
Farmall! Super A, for example, down 
from $1421 to $1150. McCaffery also 
promised his truck dealers rebates on 
parts designed to help them meet 
price-cutting in the important replace- 
ment lines 


tractors, 


McCaffery meanwhile saw no reason 
why city folks should not buy more 
Harvester refrigerators trucks 
But first it was necessary to brush 
some of the hayseed out of the vener- 
able old name. To that end, he started 
picking up the every-other-week 
tab for the CBS-TV “Halls of Ivy” 
show, featuring suave Britisher, Ron- 
ald Coleman 

Apparently 
vester'’s sally 


and 


unperturbed by Har- 
into the urban living 
room, aloof old Deere & Company 
stuck stubbornly to its agricultural 
furrow. Surprisingly, it was hurt less, 
saleswise, than its big, diversified com- 
petitor. For one thing, Deere was al- 
most impervious to defense cutbacks: 
defense sales last year were barely 
5% of volume 

Nevertheless, plagued by towering 
inventories and a return to prewar 
seasonal patterns of business, Presi- 
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TRAILING TRIO 


dent Charles Deere Wiman had a bad 
beginning for the fiscal year: sales in 
the first quarter were off a sharp 29° 
from the year before. But by the third 
quarter, Deere was again doing busi- 
ness at 1953 levels and had shaved the 
overall nine months’ slump to a more 
manageable 15°. By slashing costs 
Wiman succeeded in holding his oper- 
ating margins, still the fattest in the 
entire industry, at a figure slightly 
above 1953's 15.6°.. Net income, close- 
ly following sales, slipped 20%. 

Comfortable behind a solid trade po- 
sition and these enviable profit mar- 
gins, Deere has been slower to divers- 
ify than its two big competitors. When 
conservative Deere & Company finally 
did make up its mind to branch out, it 
decided, rather typically, to remain 
close to the soil: nearing completion 
at Pryor, Oklahoma, is Deere’s $17.5 
million chemical fertilizer plant. Wi- 
man is counting on Deere’s old name 
seasoned with decades of doing busi- 
ness, to sell his chemical fertilize: 
against strong and already entrenched 
competition in that field. 

Despite the profit dip and the chem- 
ical plant investment, however, Wiman 
had few financial worries. His $73.8 
million cash position on July 31 ex- 
ceeded total current liabilities ($57.2 
million) by a wide margin, and his 
current assets-to-liabilities ratio was 
an imposing 6-to-1. 

Not so the “Little Three” of the 
industry—Case, Oliver and Minneap- 
olis-Moline. They were even more 
hard-pressed than usual to finance 
heavy inventories and dealers’ re- 
ceivables, Only Case, among them, had 
a comfortable current ratio, and even 
here cash ($6.5 million) loomed small 
in comparison with current liabilities 
($23.6 million). This heavy pressure 
on working capital in the highly sea- 
sonable farm equipment business is at 
least part of the reason why the “little 
three” stocks sold last year well below 
net working capital (see chart) 

Actually, only a small proportion of 
these working capital balances repre- 
sent cash. Minneapolis-Moline, for ex- 
ample, went into fiscal 1954 with just 
$2.2 million in the bank—against which 
was stacked a staggering $32.7 million 
in current liabilities. The villain: an 
unwieldy $52.8 million inventory. 

Smallest of Forses six farm equip- 
pers, Minneapolis-Moline reported that 
it had “strengthened its position in 
the farm equipment industry in 1954.” 
On the face of it, Minneapolis-Moline’s 
“strengthening” was not very impres- 
sive. Sales dropped 25% in the first 
nine months and the company sank 
$1.3 million into the red (before a 
$699,000 tax rebate). There was, how- 
ever, some justification for President 
Warren C. MacFarlane's feeling of ac- 


Forbes 


benefit of a contract, having turned 
thumbs-down on a strike vote. 











Search is exciting! 
Scientists are constantly probing deeper into the secrets of nature 
— bringing new and better things to you 


AS THE PROSPECTOR thrills to the search for treasure, for life-saving medicines and many other uses...a wide 


so does the scientist as he searches out the secrets of range of carbon and graphite products oxygen for 
the earth, air, and water. the sickroom and industry a variety of wonderful 
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fine steels 
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in different ways—always looking for something new ing key to a brighter future for all 
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complishment. He had managed to 
cut his inventories $12 million by Oc- 
tober to a more manageable $40 mil- 
lion and, thereby, greatly improved his 
cash position. He did so by cutting his 
work force from 8000 to 5600 and let- 
ting sales get well ahead of production 
Meanwhile, he closed a deal to manu- 
facture farm machinery in machine- 
hungry, but dollar-short, Turkey 
“We consider 1954 the low point,” 
said MacFarlane at year’s end. “1955 
will be rugged but 
boost our 


[new products] 


should sales volume 


and 
we hope.” Stockholders 

how MacFarlane had 
boosted equity from $7.30 to 
$42.17 a share in the postwar era, 
hoped he could again turn the trick 

While litthe Minneapolis-Moline had 


our profits 
remembering 
their 


increased its book value 500% be- 
tween 1946 and 1953, J. 1. Case had 
upped its equity only 60°. Further- 


more, last year Case lost the fourth 
sales spot it had held for decades to 
Oliver, by a considerable margin. It 
was, Wall Streeters recalled, not the 
first time the famed old company had 
lost ground, Slow to recognize the 
change that took place in farming dur- 
ing the Thirties, Case had plugged 
stubbornly until mid-decade 
with its old lines of high-quality heavy 
machinery while competitors like 
Allis-Chalmers cashed in on the grow- 
ing demand for light machinery fo 
the small farmer. Since 1949, more- 
over, Case has once more been drop- 
ping back 


along 


(See accompanying table.) 

A year and a half ago, faced with 
an obviously deteriorating situation, 
Case directors accepted the resigna- 
tion of President Theodore Johnson, a 
5l-year Case veteran, They replaced 
him with Executive Vice President 
John T. Brown, who proceeded to in- 
troduce a new baler and combine and 
Case's first diesel tractor. His aim 
was to modernize the Case line and to 
cut expenses to the point where Case 
could get by on the reduced demand 
As for defense contracts, Case, in the 
words of Vice President Robert W 
Baird, Jr., “didn’t want to go into a 
big engineering expense just when we 
were spending more money than usual 
tooling up our new line.” 

In this, Case’s Brown differed sharp- 
ly from Oliver's Andrew King Mc- 
Cold. McCord and Chairman Alva W 
Phelps laid out several million dollars 
tooling up Oliver to make fuselage 
sections for jet bombers. This proved 
a wise move. The defense contract 
took up part of the slack in Oliver's 
output, and, despite a 15° slump in 
its regular business, sales were off 
only $2.5 million in the first three 
quarters. It also made Oliver, along 
with Allis-Chalmers, one of the few 
farm equippers showing higher earn- 





TRAILING TRIO 


With equipment orders 
going downhill last year, stocks of 
the “Little Three” of the industry 
were selling at big discounts from 
net working capital. In other 
words, to use a vivid Wall Street 
they were “worth more 
dead than alive.” Relatively little 
of the working capital, however 
is in cash; the bulk of it is repre- 
sented by heavy 


farm 


idiom 


inventories 


Net Recent Discount * 
Working Price from Net 
Capital Working 
Per share Capital 
J.1. Case 23.85 17 29% 
Oliver $23.40 13% 41% 


Minneapolis- 


Moline 22.50 13% 40% 











ings in the period 


With 


reasonable 


inventories 
down to a level in 


October, McCord stepped up produc- 


tion of wheeled tractors, raised hopes 


more 


that Oliver would continue paying its 


reduced, but still regular, dividends 
It was, at years end the only one of 
the “Little Three” doing so 

LABOR RELATIONS 

Like most of the U.S. economy, the oft 


strike-ridden farm equipment business 
knew 1954. Unfortunately, it 
was a year of extensive layoffs. Though 
the companies did 


peace in 


their best to ex- 


plain the 


dismal! business situation, a 


certain labor ill-will was 
inevitable. Complained one Racine J. 1. 
Case worker: “Sure, they can’t help 
the layoffs, but they ought to be fairer 
about they do it.” Other 
however, considered the sen - 
iority basis “fair enough” and the men 
at the Racine plant went on working 
through thei: without 


amount of 


how Case 


workers 


second year 





SHIFTING 
COMPETITION 


Among the farm equippers, 
Case has lost ground steadily 
since 1949. As the following table 
shows, Deere and Minneapolis- 
Moline have been outperforming 
Case year after year in relative 


sales position 


For every $100 of 











Case sales, the two competitors 
sales stood thus 
Case Deere Minneapolis 
oline 
1949 $100 $213 $43 
1950 $100 $237 $55 
1951 $100 $262 $55 
1952 $100 248 $60 
1953 $100 $338 $95 
1954* $100 $367 $83 
*9 months 
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benefit of a contract, having turned 
thumbs-down on a strike vote. 

By contrast, Allis-Chalmers ended 
September with 35,600 on the payroll, 
a reduction of just 1100 from the work 
force at 1953's year end. Commented 
one employee at the company’s big 
West Allis, Wis. works: “I never 
thought too much about the way this 
company treated its working men, but 
at least the work has been pretty 
steady this year, and that’s saying 
plenty.” Partly as a result of this new 
morale-building factor, Allis-Chal- 
mers got through 1954 with but a 
single labor interruption: a one-week 
stoppage of 110 workers at the St 
Thomas, Ontario plant. 

Another labor dispute of equally in- 
significant proportions involved 80 
workers at Minneapolis-Moline’s Lou- 
isville, Ky. plant. But for MacFarlane, 
proud of his father-and-son teams and 
his labor record, the strike was none- 
theless dismaying. It 
strike in eight years. 


was the first 


STOCKHOLDER RELATIONS 


Amonc the farm equipment makers, 


J. I. Case seemed least interested in 
letting stockholders know what has 
been happening inside its business 


Management perhaps was thinking 
that no news was preferable to the 
bad news they had to dish out. Wall 
Streeters saw in this attitude, how- 
ever, evidence of the same reluctance 
to face changing times that has so 
often handicapped the company in its 
business life. Deere, though somewhat 
freer with sales and cost breakdowns 
did not go much out of its way to keep 
stockholders informed, a result per- 
haps of the fact that officers and di- 
rectors own a solid 20°% of the stock 
Harvester’s McCaf- 
ferey, on the other hand, woos stock- 
holders with annual reports and in- 
terim statements worthy of the bil- 
lion dollar Corporation he heads. When 
things go wrong, as they have this 
year, McCafferey puts on no Olympian 
airs, tells stockholders the why and 
wherefore of the trouble. Allis-Chal- 
mers, too, puts out a top-notch annual 
report, though it neglects quarterly 
mailings 


International 


Minneapolis-Moline lies somewhere 
between Harvester and Allis Chal- 
mers on the one hand and Deere and 
Case on the other, in its reporting to 
stockholders. With each annual report 
goes a proxy statement reminding 
owners that President MacFarlane is 
in the same boat as they are, with bet- 
ter than 50,000 common shares tucked 
away in his vault. 

Oliver Corp., conversely, prefers to 
keep all of its affairs in the vault. Its 
annual report tells stockholders no 
more than Macy’s tells Gimbels. 
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L\ZANANATIAIISZ‘ A TUIGZANTO 





ODLING 






Every year at this time we are asked: “What about future WN 


conditions in New Jersey, the Crossroads of the East?” 

Smart advertising men along Madison Avenue have been heard to 
say under similar circumstances: 

“Let’s pick up a rock and see what crawls out.” Or: “Throw in 
a pebble and swish it around and see how the ripples go.” 

This is known—-we understand—as “Noodling”, or, to put it more 
succinctly, as trying to guess what is going to happen in the future. 

We do not presume to be “Noodlers.” But we can say this—the 
business climate which has prevailed in New Jersey during recent years 
augers well for 1955. 

During the year we expect growth in New Jersey which can be 
measured in increased population . . . in the advent of new factories 
and new branch plants and new shipping centers . . . in the installation 
of more research facilities for industry ... in the development of greater 
industrial terminals . . . and in many other new activities throughout 
this great State. 

Public Service Electric and Gas Company will continue to play 


its part as a citizen of New Jersey, firmly convinced that this State is a 
good place to live, work and play. 








PUBLIC (> SERVICE 


... AT THE cROSADADS OF THE EAST 
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in his bid for a $69 million increase. topped 1953's by $1.7 million. Approval ooo am 
QCoamnenantad thas “Bad nmaasure.2e hed al mame entan Ghat amaesseeee, aseeben.. 


COMMUNICATIONS 





Public & 
Labor Community Stockholder 
Management Relations Relations Relations 
American Tel. & Tel. ($11,972.7)* 95 85 95 95 
N.Y. Telephone (1,429.9) 90 85 95 — 
International Tel. & Tel. (602.8) 85 85 85 90 
General Telephone (425.4) 95 85 90 90 
Western Union (266.8) 90 85 90 95 


*In parentheses: Assets (in millions) as of December 31, 1953 








A.rnoucn telephone companies share 
the electric utilities’ reputation of be- 
ing steady earners in good times and 
bad, 1954 started off looking like a 
bleak year for the entire communica 
tions industry. After the horns stopped 
blowing on New Year's Eve 
dustry had the bedraggled morning 
after look. AT&T's long-distance wires 
were sagging, New York Tel predicted 
(and rightly) that it would not be able 
to earn 


the in 


its customary dividend, and 
Western Union was glumly aware that 
it was far more dependent than the 
telephone companies on general busi 


conditions—which, of 


ness course 
were off 
The outlook was further darkened 


by the regulated nature of the indus 
try. In times of business setbacks, U.S 
telephone men cannot increase their 
profit margins by selling more product 
or shutting down antiquated high- 
Although they 
virtual monopolies by the nature of 
their 


monopolies 


cost operations are 
service, they are well-watched 
Pressed by ever-rising 
costs, they must apply to governmen- 
tal and local agencies for permission 
Even when 
relief is granted by a commission, the 
and 


mission can be so long that earnings 


to raise or lower rates 


time lag between petition per- 
suffer sharply 

In one respect, however, telephone- 
better off 


setting commissions are no longer so 


men have become rate- 
conscious as they once were that tele- 
phone customers control more votes 
than and 
large, commissioners were equitable 
in 1954 

Virtually the only in the in- 
dustry who was cheerful at the be- 
ginning of the year was General's 
hustling Donald Clinton Power, 55. 
General, he told stockholders, already 
the biggest of the nation’s 5,400 inde- 


pendent telephone companies, would 


telephone investors. By 


man 


grow larger in 1954—and so would 
profits 
His prediction, however, applied 


equally well to the whole industry. It 
was not the best year ever, but most 
companies did make money. As for 


1955 “I don’t make any 


for anybody's business but 


Power says 
predict ms 
my own jut on General's future he 


has no doubts. “This.” says he. “will 


be another good year for us 


MANAGEMENT 


Despite rising costs and recalcitrant 
blue-chip American Tel 
and Telegraph still managed 

a $466 million profit in the 
12 months ended in September, a 


sharp increase over the $403.7 million 


commission 
epnone 


to amass 


earned in the previous 12 months 
AT&T's profits, however, had lagged 
behind in the first six months and 
were saved only by a pick-up in the 
third quarter. President Cleo F 
Craig's biggest operating subsidiary 
was not so fortunate. While his 100°, - 


owned New York Telephone Co.'s 
climbed from $484.8 million 
in the first 9 months of 1953 to $512 
in the same months of 1954 


was hard hit by rising costs, dropped 


revenues 


miilor net 


from $47.2 million to $46.3 million 
General Telephone, on the other 
hand, increased its net from $10.2 mil- 


lion to $11.2 million and, with 1,000,000 


more shares outstanding, still man- 


aged to bring home a profit of $2 a 





TELEPHONE OPERATORS: 


their boards were busier 
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share, only 29c less than in the same 
period of 1953 

Why the difference? 
although General now has 20°; of all 
independent the US 
(vs. 8% in 1941), it has not yet grown 
large enough to feel the liabilities of 
Size, 


is no certain blessing 


For one thing, 


telephones in 


bigness among communicators, 


As new units 
are added, more and more costly con- 
nections must be made, so that costs 
tend to 
falling, as in 

But 


tages 


rise with volume instead of 


most other industries 


Power has still other advan- 
A former lawyer whose careet 
has been spent with utility problems, 
an “unjust” (i.e., low) telephone rate 
affects Power like a red flag before a 
bull 


fact, 


His constant reading matter, in 


consists of both his 


rate cases, 
own and the Bell System’s. By Au- 
gust of last year, AT&T had been 


granted about $30 million in rate in- 
creases. The far smaller General Tele- 
phone Corp. obtained $2.3 million in 
period. Two months late: 
Don Power had the 
figure up to $4.1 million, with othe: 
cases pending in courts all over the 
land 

Power, however, has an advantage 
over the Bell System in his dealings 
with Many regulatory 
bodies object to the system by which 
the 22 operating companies in the Bell 
System pay 1|* 
their parent for service revenues, al- 
though the commissions have no ac- 
tual jurisdiction in this field. General, 
on the other hand, shrewdly charges 
no service fee to its operating com- 


the same 


rate-conscious 


commissions 


yf gross revenues to 


panies 

New York Telephone, in contrast, 
lost a rate case during the year and 
suffered for it. Early in 1954, Presi- 
dent Keith S. McHugh, 59, predicted 
that his company would not be able to 
earn its regular dividend for Mother 
Bell if it did not get a rate increase 
Pleading need, McHugh noted that the 
rate-setting Public Service Commis- 
sion’s increases (one 
1950 and 1952) aggregated 
only 16°), far less than required 

But the PSC turned McHugh down 


previous price 
each in 
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in his bid for a $69 million increase 
Commented he: “Bad news—as bad 
for telephone users as for the com- 
pany.” His big New York State com- 
pany, he reasoned, needs higher 
earnings to attract a flow of invest- 
ment capital needed if it was to 
provide badly required service 
McHugh, who became a Bell vice- 
president at the almost unheard of 
age of 34, is one of the ablest execu- 
tives in the entire Bell System. But 
without a rate increase, McHugh’s 
third-quarter earnings dropped to 
$1.76 a share (vs. $1.83 in the same 
months of 1953, $2.02 in 1954’s second 
quarter). As McHugh had predicted, 
he ended up short some $2.7 million 
and New York Tel failed to earn its 


regular dividend for the first time 
since World War II. 
Unlike McHugh, Western Union 


struck it rich last year. Although he 
is not in the telephone business, WU’s 
President Walter Marshall, 53, must 
also answer to regulatory commis- 
sions, including not only the Federal 
Communications System but rate- 
setting groups in 44 states and the 
District of Columbia. Marshall, in 
fact, is even more handicapped by reg- 
ulation than Craig, Power and Mc- 
Hugh. Although 70% of telephones 
in service are residential, most of 
WU’s revenues come from commercial 
messages, thus are acutely sensitive 
to general business conditions. But 
Marshall cannot take rapid action to 
cut costs when business declines. He 
cannot, for instance, cut the hours at 
a single one of his offices throughout 
the country by 15 minutes without 
first obtaining FCC approval 

Last year, however, Marshall got 
the rate increases he needed. In the 
first half, Western Union was ailing 
and showing it. Operating revenues 
were down 4.3%, net had plummeted 
25° Meanwhile, labor had 


ad ¢ 


costs 


soared due to a general wage hike 
After the rate increase came through, 
however, Marshall’s third-quarter net 





WU'S MARSHALL: 


there's revenue in rates 
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topped 1953's by $1.7 million. Approval 
of new rates that encourage custom- 


ers to send longer messages for 
greater distances gave Marshall a 
good chance of earning even more 


than in 1953, WU’s biggest earning 
period in 20 years. 

Even “nternational Telephone and 
Telegraph, although it has no tele- 
phones in the U.S., must face regula- 
tion. With 30° of his net assets tied 
up in foreign telephones, Chairman 
Sosthenes Behn, 72, often finds his 
nerves jangled by a ringing “no” from 
foreign rate commissions. As he told 
stockholders last year: “While rate re- 
lief was obtained in certain instances, 
invested capital 
[in most cases] insufficient to support 
investment of additional capital re- 
quired for the major plant additions 
justified by the unsatisfied demand for 
telephone service.” 


earnings on were 





OLD-TIME OPERATOR (1880): 


new tools mean heavy cash 


Seed capital for growth has been 
communications men’s big headache 
ever since the end of World War II 
Telephone growth has slackened now, 
but in recent years it has been huge 
From 1945 on, AT&T spent well over 
$9 billion to keep up with the demand 
for additional telephones. Last year 
it floated a $250 million bond issue 
the largest block of debt ever sold 
under competitive bidding, to get the 
cash for more telephones. New York 
Tel., which is just one of the 22 op- 
erating companies that make up the 
Bell System, has averaged $177 mil- 


lion a year for construction. Gen- 
eral’s building budget last year ran 
to $80 million, slightly higher than 


IT&T’s Telefonsas 
de Mexico, a foreign subsidiary 
turned to a $12 million bond issue 


yeal 


in previous years 


iast 


Western 


grow, al- 


to expand its system 


Union, too, has spent to 
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GENERAL'S POWER: 


he had growth on the line 


though its $130 million outlay since 
1947 with that of 
the telephone companies 

Marshall's 
for mechanization and plant improve 
ment AT&T 


to enlarge and improve service 


hardly compares 


money has gone mainly 


whereas spent pri- 


marily 


in areas where it already was 
operating Power's pennies, on the 
other hand, have gone for growth in 


new areas of the country 
100.000 new 


Taking on 
subscribers a year, Pow- 


er’s baby colossus has been growing, 
in terms of phones in use, at a faste 
rate since World War IU than even 
the Bell System In recent years, it 
has spread its line into more than 
1,000 commrinities in 21 states 

How can General compete against 
a company like AT&T, whose assets 
are almost 30 times as large? The 
simple answer is that, by and large, 
there no competition, no race for 
new territory between Bell and the 


After 


small ¢ ompetitors 


independents acquiring many 


in its early, hungry 


days, Bell in 1910 issued the “Kings 
bury Commitment,” under which it 
agreed not to expand further through 
acqul ition The only exceptions to 
this agreement, which Bell has pretty 


much followed, are in cases where the 


independents had first refusal on the 


new property or where a company 


for sale could more easily and logi 
cally be fitted into nearby Bell facili 
ties than into another independent 

tem General, consequently, ha: 
been walking through an open door 


Since it 


organization in 1935, it ha 


acquired between 1,500 and 2,000 
other companies Most of them, iron 
ically, were companies which could 
not afford the cost of necessary ex 
pansior 

sell System policy has given Powe: 
still another breal Early in the 
game, Bell decided to stick prett 
much to the big citie General's a 
quisit isequentiy, are usual! 
compa I in irban and 
area Powe! advantage come 

















































































































































































































































































































































































































{T&T’S CRAIG AND STOCKHOLDER: 
from the fact that the U.S. population 
is gradually shifting from the city to 

Thus he 
future growth in his ex 
panding territories than AT&T 

Los Angeles, which is served by 
Pacific Tel. and Tel., a Bell Company 
furnishes a perfect example of Gen 
The 
mushroomed tremendously during and 
after the 


to outly ing 


the country has a greate: 


( han e for 


eral’s growth potential city 


eventually overflowed 
This 
pushed Los Angeleans into the baili- 
wick of Cali 


wat 
areas expansion 


General Telephone of 


fornia, leaving the Bell company 
backed up against the ocean and vir 

tually isolated in Los Angeles. The 
city, moreover, is still growing. “The 


they 


“1s into us 


only 


chuckles 
Not surpris 


way can move 


Don Powe 


ingly, General of California, with 
559,000 telephones, has become Pow 
ers largest operating unit; its $150 
million assets are 50°) greater than 


the entire General 


1944 


Unfazed by his 


system's worth in 


dynamic growth 
Power was busy last year connecting 
still more telephones to his system 
His principal acquisitions the 
Marshfield Telephone Co., with 4,900 
telephones, the Vandergrift Telephone 
Co., with 7,500 telephones, and the 
Alphaduct Wire Cable Co., a 


manufacturer of insulated 


were 


and 
the 
used in telephone lines 
As indicated by the Alphaduct pur- 
chase, Power's pattern with General 
has pretty much followed that of 
AT&T Where Cleo Craig has his 
own research facilities at Bell Tele- 
phone Laboratories and his own man- 
Western 
Electric, Power combines both in the 
Leich Electric Co. A money-making 
subsidiary, Leich supplies all General 
exchanges and competes with Western 


wire 


ufacturing subsidiary in 



















































































he pointed the way to higher profits 


and 


Electric IT&T’s Kellogg Switch 
board and Supply for 


business from 


other independents 
Western Electric was as busy as 
Leich last year turning out phones 


for AT&T's 
tell added 


growing service demand 


470,000 new telephones 
in the third quarter of 1954 alone 
New York's McHugh, with new sub- 
urbs sprouting all over his territory 


added about 231,000 telephones dur- 
installed 2,000 miles of 
hiked the proportion of 


6,300,000 


ing the yea! 
cable 
dials 


and 


among his phones 


(more than triple General's entire 

tem) from 87.2% to 89.4%. Despite 
the rate rejection, he also enlarged 
his coaxial cable routes and micro 
wave radio systems to carry more TV 
channels and phone calls, now has his 
operators dialing 55 of their long 
distance calls directly to the phone 
being buzzed 

McHugh mechanization has him 
well ahead of both General and 
AT&T on over-all dial percentage 
Where General had about 72.4% of its 


phone s converted to dial at the begin- 
AT&T had over 81% 


erted 


ning Of iast year 
already cony both percentages, 
well under Mc Hugh Ss The 
mechanization paid off in 
Where 


77 telephones and 


of cours 
increased 
labor 

worker 
the Bell Systen 


for each 58 


costs one General 
can cove! 
requires one worker 


New York 
handle 82 


phones*, a 


telephoneman can instru- 


ments One other reason for Mc- 
Hugh's rate: the concentration and 
heavy development of dial telephones 
New York City and suburbs 
(rough 1,500,000 phones) 
The Bell System saves all its sub- 
* By leaving out Western Electric and 
Bell) Labs’ employees, AT&T's average 
rise ciose to Venera! s 
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costs 


both time and labor 
with the contributions of its Bell Lab- 
From the “Miracle Men of 
Murray Hill” have come a stream of 
improvements for 


sidiaries 
oratories 


telephone service, 
some of them of a nature that defy 
the 


imagination (latest wizardry: a 


battery powered by sunlight). Such 
twentieth century wonders as the 
coaxial cable, “backward wave” os- 


cillators and the transistor also have 
been developed by Bell 

Still another 
from Craig's temple of telephony at 
195 Broadway, consists of a crutch 


When long-dis- 


tance revenues started spluttering like 


service to subsidiaries 


for sagging services 


defective wires last year, Craig went 
into action with a speed uncharacter- 
A gigantic adver- 
featured the 


istic of utilitymen 


tising program saving 
of time and money in sales and othe: 


while TV 
radio spots plugged the theme that 


business operations, and 
long distance telephoning was cheap, 
plucked on the heartstrings with the 
(“Be them 
away from home via telephone’) 
Western Electric also contributed to 
consume! 


family angle near when 


producing 
telephones that were all colors of the 


attractions by 
rainbow, including one so gaudy that 
it would look out of place in a Roman 
circus. Other new telephones featured 
that 
did not have to be picked up (the 
telephone) button 
Thus by the the 
third quarter, cheerful Cleo Craig was 
“Sales efforts in all 
fields of telephone service are in full 


volume control, an instrument 


executive” and 


controls end of 


able to observe 


swing and are bringing good results.” 


Western Union's Marshall also 
found that new products can do a 
lot for revenue. At mid-year he in- 


troduced the Intrafax facsimile system 
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mechanization saves ma npower 
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CREATING NEW VALUES 


Every industry is becoming increasingly aware of 
the important creative role chemicals play in stimu 
lating progress. 

Manufacturers in more than 200 industries are 
building a foundation for future success by seeking 
a strong, progressive source of chemical supply. Many 
are turning to American Cyanamid Company be 





cause Cyanamid offers special advantages in helping 
its customers create and maintain new values through 
chemistry. Well-directed research and efficient tech 
nical cooperation in translating new products and 





processes into profits provide a thoroughly depend 
able source for a comprehensive variety of chemicais 
backed by a nationwide sales-service organization. 
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for the high-speed transmission of 
printed, typed or written data. One 
type of Intrafax machine, for which 
Marshall has high hopes, will repro- 
duce a letter-sized document in less 
than three minutes, has the advan- 
tage of giving its user a faithful re- 
production of the original. 

IT&T, on the other hand, has sought 
profits in recent years by moving 
away from communications and into 
consumer profits. As founder and 
iron-fisted boss, Col. Sosthenes Behn, 
built up a $603 million communica- 
tions empire stretching from New 
Zealand to the Americas to Sweden, 
backstopped it with 29 manufacturing 
companies in 20 nations. But War II 
rang up one wrong number after an- 
other in Behn’'s overseas operations 
At war's end, he promptly moved into 
the consumer-goods business with 
such items as Capehart-Farnsworth 
radio and TV sets and Coolerator re- 
frigerators Moving back toward 
communications, Behn bought the 
Federal Telephone Radio Co., which 
is now his largest manufacturing unit 
Federal produces complete automatic 
telephone systems, rectifier and wire 
transmission equipment and other 
communications facilities With a 
$160 million backlog, Federal was do- 
ing quite well last year, had a military 
backlog that should take it well into 
this year 

Not all was rosy, however, in Behn’'s 
bailiwick last year. Halfway through 
the year, Behn, the cosmopolite of the 
communications industry, discreetly 
announced that he was turning over 
the operating reins to Major General 
William H. Harrison, 62, who has been 
president since 1948. Although Behn 
stayed on as chairman, Harrison, an 
old AT&Ter, was calling the plays 
along with IT&T’s strong executive 
committee, Financial writers were 
quick to speculate that Behn, who 
owned only 17,000 shares of IT&T, had 
been finally squeezed out in a fight fo 
control that started in 1947. Among 
Behn's challengers: Manhattan mil- 
lionaire Clendenin Ryan, ex-Gover- 
nor Charles Edison of New Jersey, 
Houston oilman George Brown. Rath- 
er than expand Behn’'s prized con- 
sumer goods line, which has a poor 
profit margin, Harrison will concen- 
trate on transmission equipment and 
other industrial products. His aim 
to cash in on the electronics age, as 
Federal has done 

IT&T, of course, has been handi- 
capped by not always being able to 
take its earnings out of foreign coun- 
tries. Behn noted last year that Spain 
“has a wonderful situation, but is not 
getting any money” and that currency 
troubles were hampering operations 
in several Latin American countries 


and in the Bell System in particular, 


But in spite of all their troubles, fi- 
nancial and otherwise, Behn and Har- 
rison at year’s end looked like a good 
bet to lift their profits to $3.25 a 
share, vs. $3.12 in 1953. 

Like IT&T, Western Union has no 


rivals to whom it can be directly com- 


pared. Nevertheless, competition is 
still a very big factor in Western 
Union's progress. Walter Marshall 


loses no chance to point out that he 
is competing against Cleo Craig's 
long-distance rates, which have gone 
down in recent years while local 
went and tax-subsidized, 


rates up, 


low-cost airmail 

Western troubles on this 
score were summed up perfectly by 
an industrial engineering consultant, 


Union's 


a few years back. “The company,” 
he wrote, “although an alleged mon- 
opoly, is required to compete in the 


domestic field with three of the most 


the world: the 
U.S. Government itself, air mail sub- 
sidized by 


powerful groups in 
the U.S. Government, and 
Marshall 
the tele- 
competition and 
has long cast hungry eyes at Bell's 
private line (leased circuit) and tele- 


typewriter (TWX) 


the telephone companies.” 
is particularly critical of 


phone companies’ 


exchange serv- 


ices, which give him tough competi- 
tion 

“This difficulty,” comments Mar- 
shall, “is aggravated because the 
selective telegraph services of the 


telephone company, which is not re- 
quired to provide a nationwide tele- 


graph service, drain off each year 
many millions of dollars in revenues 
urgently needed for the support of 


a nation-wide network of telegraph 
services to serve the general public.” 
He once estimated that AT&T's com- 
petition is off than 
“the cream of the 


Western 


skimming more 
$52 million a year 
telegraph business,” from 
Union's 
Like 
Western 


heavily 


revenues 
the 
Union 


telephone companies, 
had to spend 
But its cash 


and 


has 

in recent years 
has gone to cut costs improve 
This 
Marshall expects to spend $25 
million, nearly $20 a share. Amaz 
while Marshall has been pick- 


ing WU up off the flat of its back, he 


service rather than into growth 
year 


ingly 


managed to cut funded debt by $53 
million in the five years up to 1953 
In 1948 Western Union's debt was 
$70 million; today it is $37 million, 
lowest in 34 years. By 1950, Marshall 
was able to declare a $2 dividend, 


which he 
in 1952 


increased to the present $3 


himself, Gener- 
al's Power has also been doing some 
fancy By pumping up his 
common and splitting it often, Power 
has long-term 


No mean manager 
financing 
General's 


reduced 
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of readers in different ends of the 


debt, which now stands at $176.3 mil- 
lion, from 50% of capitalization in 
1950 to 43.4% by September of last 
year. At the same time, he has hiked 
his investment per telephone from 
$206 to $258. 

The high cost of growth also had 
Keith McHugh dipping into the finan- 
cial well. Late last year he sold $75 
million in 3% bends to parent AT&T, 
followed it up with the sale of $85 
million in stock. McHugh will use 
the money to pay off bank debts and 
redeem $35 million in 3 7/8° bonds. 
But despite his heavy cash outlay and 
the fact that by year’s end his funded 
debt had climbed to $425 million, Mc- 
Hugh was still able to show the strong 
financial structure typical of the en- 
tire Bell System. Although high, 
debt represents only 31% of McHugh’s 
capitalization. 

Parent AT&T, on the other hand, 
started 1954 with a debt equal to 41% 
of its capitalization. But if Cleo Craig 
were to completely convert all his 
outstanding convertibles, debt would 
be reduced to about one-third of 
capital—roughly the same level as 
when AT&T entered its unprece- 
dented building program. Comments 
Craig: “A sound financial structure 
will always be essential to telephone 
progress.” To which the other com- 
municators, with an eye on rate-mak- 
ing commissions, echo a fervent Amen. 


LABOR RELATIONS 
AT&T and its subsidiaries provide 
stock purchase plans for their em- 
ployees, a non-contributory pension 
plan, paid vacations, pleasant working 
conditions and probably the finest 
collection of house organs in U.S. in- 
dustry 

But the CWA-CIO, while admitting 
that plant working conditions 
above average and that last year’s lay- 
offs (by inverse order of seniority) 
were fair, believes the company shows 
a strong anti-labor attitude, bases its 
analysis on many years of at- 
tempting to deal with the company.” 
Said a union spokesman: “The basic 
factor which contributes to poor labor 
relations in this company is the lack of 
real authority on the part of super- 
visory personnel to control their re- 
with union representatives 
Authority is so far up the line and so 
far removed from day-to-day labor- 
management relations that poor re- 
lations result.” 


“our 


lations 


General Telephone does not rate 
much higher in the union’s estima- 
tion. Although the CWA-CIO places 
it slightly above AT&T, it accuses 
General also of withholding author- 
ity from its lower echelons. 

On the other hand, telephone com- 
panies have a low rate of turnover, 
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What happens when businessmen are too rushed? 


you KNOW the obvious things, of course n't bear the Under 

rhe piled-up desk, the decisions hanging rites y wies, Inc. label. If a fire 
fire, the appointments cancelled, the people records. Leave 
you can’t see. It’s a picture that’s all too 


familiar in most business offices. But the 
really serious part of it is the way an im- 
portant matter can get lost in the shuffle 
4 matter, for example, that could mean 


the end of your business. 
norma 


If you’re perpetually rushed, the chances your 
are you never really have time to check and them fu if | | ified teley 
see whether your accounts receivable and records. There's a 


! rift ul 


other business records are kept in a really which | 


prool-ol-loss must be rf ‘ ‘ of Mosler Ree 


trustworthy safe, or a potential “‘incinera- dered within 60 day Could you ‘ret oupon for free 
tor.”” There are thousands of “‘unsafe’’ safes it without records? 


FREE! TELLS YOUR RISK! 


Ihe FIRE “DANGERater” dials in 30 seconds 
the answer which may save your business 
from ruin. Easy to use. Accurate. Authen- 
tic. Based on « xperience with thousands of 
fires. Figures in over a dozen vital factors 
about your business. Mail coupon for your 


free “DANGERater now No obligation 


W IT'S MOSLER .. . IT'S SAFE 


* Mosler Safe “<7 om 


World's largest builders of safes and bank vaults Mosler built the U.S. Gold Storage 
Vaulis at Fort Knox and the famous bank vaults that withstood the Atomic Bomb at Hiroshima 








and in the Bell System in particular, 
25-year pins are a badge of belonging, 
rather than of distinction. This seem- 
ing incongruity is explained by the 
fact that, to most telephone people, 
their employment is more a way of 
life than just 4 job. The average tele- 
phoner is content with pleasant, clean 
working conditions and the maximum 
in security, puts in his years and then 
retires on a moderate pension to a 
small bungalow somewhere Hob- 
bies are emphasized in company pub- 
lications and the joys of retirement 
are fully outlined 

Most labor trouble arises among the 
operators, mainly girls of marriage- 
able age, who work split shifts, nights, 
holidays and other inconvenient 
times. . The turnover in operating 
renks is extremely high and AT&T 
spends a pretty penny every year to 
train a constant stream of newcomers 
to handle its plugs and jacks. Plant 
men, on the other hand, have a tend- 
ency to stick with the job, also draw 
higher salaries than the operators 
Some of them, in fact, have taken 
home weekly pay checks of $170 if 
overtime was running well. The 
average wage for a plant worker with 
a few years’ experience runs to about 
$100 in the Bell System, somewhat 
lower in General. Then, too, tele- 
phone work another attraction 
its people are respected in their towns 
as solid, conscientious citizens 

Although the 
would 


has 


average telephoner 
shudder at the thought of 
working for Western Union, the com- 
pany actually rates better 
unions than AT&T does 


history 


with its 
After a long 
of unpleasant labor relations, 
WU and the Commercial Telegraphers'’ 
Union signed a contract 
last year in an atmosphere that was 
strange for its harmony. Wrote the 
CTU News later: “For the first time 
in the history of relations between the 
company and the union, the spokes- 
man for the union 
union's respect 
the company’s 
ployee needs.” 


two-year 


expressed the 
and appreciation for 
recognition of em- 

The average Bell System employee, 
however, does not think WU has the 
solidity of AT&T. To strengthen the 
concept of Bell staying power, the 
turns to a host of house 
organs, newspapers and publications 
for supervisors. Some of the house 
organs are outstanding Western 
Electric's WE could hold its own on 
any newsstand. And, although the 
heavy hand of engineering manage- 
ment sometimes shows, AT&T Editor 
Joe Lindsay consistently presents an 
attractive book replete with good pic- 
tures, sharp copy and magnificent 
covers. New York Tel’s Telephone 
Review, with a heavy concentration 


company 


different ends of the 
state, runs a separate edition for up- 
staters, peppers its pages with Life- 
style layouts on company people 


of readers in 


General Tel’s house organs, by 
thei: neither the 
budget nor the editorial talent of 
those of the Bell System. But Gen- 
eral's editors make up for such de- 
ficiencies by writing folks” 
stud their pages with pictures 
and names 


appearance, have 


“home 
copy 
Western Union's organs 
are not the production job that either 
AT&T's but here 


budget seems to be the 


General's or are, 
again the 


reason 


PUBLIC & COMMUNITY 
RELATIONS 

In the final analysis, the public rela- 
tions of a communications 
stand or fall on the service 
es. Thus, in an area like New Jersey 
Bell's Monmouth County, 
no amount of public relations effort 
can overcome the resentment built up 
by poor, inefficient New 
York Tel, up to its neck trying to sup- 
ply phones to 
Island 


company 
t furnish- 


subur ban 


service 
mushrooming Long 
tries to explain its 
plight (more customers than facilities) 
through and other fetes 
informs employees on 
the reasons why phones have been in 
short supply 


suburbs 


open houses’ 


for customers 


In an attempt to over- 
come the traditional complaint that 
utilities are charging higher-than- 
rates, all the Bell compa- 
nies plug the theme “the best possible 
telephone service at the least possible 
cost, consistent with financial safety.’ 

AT&T 


Campaigns 


necessary 


subsidiaries’ 
prestige 


backs up its 
with advertise- 
ments in national publications and 
drills all employees who meet the 
public in the lesson that they, too, are 
public relations representatives. Gen- 
budget of 
advertising in 
running that get 
their message across effectively 
eral 


eral also carries a heavy 
institutional national 
publications ads 
Gen- 


has another 


public relations 
weapon in President Power, who has 
become a voluble spokesman not only 
for his company but for the 
whole independent telephone indus- 
try. IT&T’s program is pretty much 
confined 


own 


to news releases, although 
the company runs institutional 
advertisements in national media 


also 


STOCKHOLDER RELATIONS 
Bive-cure AT&T is justly famed 
among investors not only for its un- 
failing $9 dividend but for the serv- 
ice it gives stockholders. With more 
than 1,250,000 owners, the greatest 
number in U.S. industry, the Bell 
System still manages to treat every 
one of them as if he were a king 
Each new shareowner receives the 
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usual president's letter of welcome, a 
descriptive booklet and the latest 
shareowner’s quarterly. But AT&T 
goes further. If an investor cannot 
attend the annual meeting in New 
York but asks a question in his proxy 
(1,500 to 2,000 a meeting do), he will 
get an individual reply from the sec- 
retary. In all, AT&T makes about 
200,000 contacts a year with individu- 
al shareowners. An investor’s query 
may even be answered (and quite a 
few are) by a telephone call from 
the company. 

New York Tel, on the other hand, 
goes through no such elaborations 
Its only stockholder relations consist 
of releasing interim earnings 
statement a month, which travels a 
few blocks across lower Manhattan 
to its one stockholder, AT&T. 

General tries hard to keep up with 
AT&T, does not, however, have the 
staff to do the same job. General's 
quarterly is stuffed with as much fi- 
nancial dope as AT&T's but does not 
compare for all-around information 
operations. IT&T, on 
the other hand, restricts its relations 


one 


on company 


with investors to quarterly earnings 
statements. Western Union follows 
AT&T's in having platoons of 


employees call on 


lead 
investors across 
the nation to answer their questions 
and record their comments on com- 
pany operations. Its entire program 
probably comes closer to AT&T’s than 
any other company in the industry 
Of the five, IT&T puts out the thick- 
est annual but it is also the 
With its far-flung 
operations, IT&T of necessity must de- 
vote many pages to a description of 
operations. All however, 
the description is superficial, the cold 
financial figures missing. General's 
report includes 10-year growth fig- 
ures, with a little more financial data 
than WU gives. AT&T's annual re- 
port, of course, is on a par with the 
rest of its stockholder program and 
New York Tel’s report, published 
primarily for employees, has improved 
tremendously in recent years. Its 
1953 report was attractively laid out 
with a fast-reading text that stands 
in contrast tc such other Bell System 
annual reports as that of Long Lines 
(long distance), which annually fea- 
tures some of the dreariest prose this 
side of an engineering report. 
Stockholders at AT&T’s annual 
meeting were treated to a TV presen- 
tation of the company’s long-distance 
operations but it was IT&T that stole 
the show last year. Hiring a ballroom 
in a midtown Manhattan hotel, IT&T 
provided stockholders with a fine 
lunch, a display of its hard-to-sell 
consumer products and the unsched- 
uled antics of a comedian-stockholder. 


report 


least informative 


too often, 
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and TOMORRO 


Bell Aircraft’s engineering and production forces are 
making important contributions to today's needs for 
National Defense and are providing the basic re- 
search from which will come the technically compe- 
tent weapons of tomorrow 

Bell's programming is one of the most diversified 
in the entire industry. It spans the wide range from 


guided missiles to helicopters and includes: —_ 


A/ Py, te aa 
B-63 Rascal guided missile for the USAF Dp rf 
Navy s HSL-1 anti-submarine warfare helicopter \ : 
Electronics Servomechanisms 
Rocket engines Remote control systems 


Supersonic X-1A and other special research aircraft 
World's leading commercial heli opters 


Major components for high priority bombers 


The concentrated type of research and develop- 
ment, which was the forerunner of current projects, 
is being applied by Bell to scientific advances which 
will fulfill the commercial and military requirements 
of tomorrow. 
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more than twice as fast as the whole 
U.S. economy, and for this reason has 
proved to be extremely attractive to 
investors. Thus, on the Big Board last 
major electrical issues ap- 
55°) as compared with only 
Standard & Poor's 


had not indeed been discounted well 
into the future 


to be on the electrical goods makers’ 
side. Economists predict that the U.S 
population and its disposable income, 
the two factors on which demand for 
generating equipment and appliances 
depend most heavily, will keep right 





ELECTRICAL 
EQUIPMENT 


In recent years, the electrical equip- 


on growing at a rapid pace. In 


apparentl are taking the 
for they bid up prices of 


stocks last year in 


vestors 
long View 
electrical 
spite of a decline 
in sales and a narrowing of profit mar- 
gin 

Heavy electrical equipment 
tinguished from appliances 
too badly the 


about 


“as dis- 
fared not 
first 


even 


During 
held with 
for the fourth quarter of 
1953, and in doing so put on a better 
performance than the 
But there were some short- 
With US 


into new 


nine 


month sales 


the average 


economy as 
aw hole 


term straws in the wind 


industry putting less money 


plant, new electrical equipment or- 
ders fell off and, in fact, were actually 


exceeded by 





Management 
General Electric ($1,696.6) ° 
Westinghouse (1,265.4) 


Sylvania (204.4) 
Phileo (163.5) 

Admiral (107.6) 
Raytheon (93.6) 
Motorola (36.8) 


*In parentheses: Assets (in millions) as of December 31 





manufacturers ship- 
ments in every month of the year 
This cut into the electrical goods 
makers backlog. The industry's accu- 
Public & 

Laber Community Stecthelider 
Relations Relations Relations 
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brought home to the 
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sustained a decline in 


ria ini ae. « pe tes =" ! 


sales Like 


mulation of unfilled orders, however, 
is still comfortably above pre-Korea 
levels and, at current production 
rates, is big enough to see it through 
until June of this year. The fact that 
backlogs fell at all, though, suggested 
that even tougher competitive weathe: 
lies ahead in 1955. With the electri- 
cal equipment producers’ labor ratios 
on the upgrade, if competition does 
sharpen, profit margins are bound to 
be pared even more 

Even for well-diversified 
such as Westinghouse and General 
Electric, which drew a lot of thei 
strength from sales of capital goods 
the year just ended was not a par- 
ticularly happy one in terms of profit 
margins. The house - 
hold appliances (such as washers and 
refrigerators) and television set-mak- 
ers were even harder hit. In general 
they started off the year on the wrong 


foot, with a heavy burden of inven- 
tories 


giants 


“white goods” 


Getting inventories and sales 
back into balance was the industry’s 
biggest single problem. It was solved 
only by the expedient of cutting pro- 
duction and prices, and, hence, profit 
margins 

Despite all this, some of the electri- 
cal equipment makers actually ex- 
pected to come through with bette: 
earnings for the full year than they 
had in 1953, thanks mainly to the 
of the excess profits tax. But 
at the nine-months mark, only two 
of the biggest nine electrical com- 
panies, Westinghouse and RCA, man- 
aged to ring up a gain in sales. They 
did so, at least partially, because of 
increased defense business 


demise 


VW ANAGEMENT 

Since 1949, General Electric has been 
growing considerably 
Westinghouse 


faster than 
Westinghouse in 1949 
did about 60% as much business as 
GE; by the beginning of last year, it 
did only 50°, as much. But last year 
different story. For the first 
nine months of 1954, Westinghouse’s 
President Gwilym Price reported 
sales up 4% to $1.2 billion. In the 
same months, GE’s sales had 
fallen off $147 million to $2.2 billion 
Thus, for the first time in recent years, 
Westinghouse appeared to be closing 
up the gap between it and “its biggest 
competitor 


was a 


nine 


Price, however, still has a long way 
to go before he can catch up with GE 
in either size or financial perform- 
Historically, GE President 
Ralph Cordiner’s pretax profit mar- 
gins have run higher than Gwilym 
Price’s and continued to do so 
last Moreover, despite its 
britches-busting growth pace, GE 
traditionally has paid out a higher 
percentage of its earnings to stock- 


ance 


year 
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cash box somewhat. Consequently in 


e. Boast sonia 2 aoe ho bee Hee 














WESTINGHOUSE’S PRICE: 


in generators asin... 


holders than has Westinghouse 

With only a few exceptions, Gwilym 
Price and Ralph Cordiner are plugged 
into the same markets. In direct com- 
petition with each other, they sell al- 
most everything electrical from gen- 
erators to flat-irons. Both draw about 


the same proportion of gross from 
industrial (75%) and consumer 
(25%) products. Each, however, has 


been following a completely different 
set of market blueprints in the last 
decade or so. Immediately postwar, 
Westinghouse began tamping the bulk 
of its capital expenditures into such 
heavy apparatus as turbines and gen- 
erators. GE meanwhile went ham- 
mer and tongs after volurne in re- 
frigerators and other appliances 

In 1951, as if each had been forced 
to mend its fences because of com- 
petitive pressure from the other, they 
both did a complete turnabout 
eral Electric began to greater 
emphasis on industrial equipment 
Westinghouse on consumer goods 


Gen- 
put 


Gwilym Price’s announced goal in 
the consumer goods field is an ambi- 
tious one: he is determined, as a 
minimum, to capture 10° of every one 
of Westinghouse’s appliance markets 
In order to do this, he has had to bear 
down heayily on sales and advertis- 
ing. As hisnine-months income state- 
ment shows, he has had considerable 
success. Last year, Price, a quiet, con- 
servatively spoken man, publicly 
noted “a small but definite improve- 
ment” in his share of the refrigerator 
and television markets. Sales of 
clothes-dryers and garbage-disposal 
units hit an all-time high 

In this effort, Price has been up 
against some heavy competition from 
General Electric, which has long split 
the biggest share of the refrigerator 
market with the Frigidaire Division 
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of General Motors. Was Price’s gain 
in refrigerators, small as it was, won 
at the expense of General Electric? 
Perhaps. But far more important than 
refrigerators to Westinghouse’s con- 
solidated sales gain was its defense 
business. Last year, GE’s military 
sales fell from the 30°; of volume they 
represented in 1953 to about 20% 
Meanwhile, Westinghouse’s Govern- 
ment business, which had accounted 
for 20°; of its 1953 gross, increased 
It will probably continue to rise until 
1957. GE’s military work, however, 
has already gone over the top, and 
now is definitely on the downgrade 


This decline probably does not 
overly perturb Ralph Cordiner 
Matched against comparable com- 
mercial work, Government business 


yields a relatively low profit percent- 
age. Both companies’ profit margins 
before taxes, in fact, have been declin- 
ing ever since 1951, when they began 
to take on sizable military commit- 
ments 

Like the rest of the industry, Gen- 
eral Electric and Westinghouse have 
also had to contend with a Pandora's 
Box full of other profit-deflating 
factors. Among them: high start-up 
costs on new plant, increased depre- 
ciation, fast-changing technology, 
sharper competition and higher labor 
costs 

Actually, these last two factors are 
not at all 
dent, even in the generator business, 
for some time. There is usually a lead 
time of two to three years between a 
utility’s order for, and delivery of, 
new Thus, while heavy 
equipment sales trundled along at a 
good clip last both GE 
Westinghouse filling orders 
which were placed back in 1951 and 
1952, when many 
first 


new Both have been evi- 


apparatus 


year, and 


were 


powel 
the 


companies 


began to feel strain of in 


creased industrial demands on thei: 
reserve capacity 
Now, however, many power com 
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GCE’S CORDINER: 


flat-irons, fierce competition 


cause of the slight dip in the econ- 
omy 
titude 
a resuit 


have adopted a wait-and-see at- 

toward As 
the which GE 
and Westinghouse need to keep their 
shops 1956 
1957 been to come in 

In the last 


further expansion 


new orders 


busily humming in and 


have slow 


few months, utility fi- 


nancing has increased, This suggests 


that 


heavy orders 


equipment may 
pick up, too, but GE and Westing- 
house are not relying on chance. Both 
have their equipment salesmen out 
selling for dear life. Thus, as one 


utility man observes, 


“We are getting 


more competitive prices and a lot 
faster delivery dates on generators 
these days than we ever used to.” 
To get “more competitive,” West- 
inghouse and GE have redoubled 
their efforts to cut costs, especially 
costs of skilled labor, a key factor in 
manufacture of heavy equipment 
Meanwhile, however, they have not 


neglected to search for ways to cut 


appliance production and distribution 











panies have boosted their reserves costs. One of the big headaches in the 
safely above peak demands and, be- consumer durable business, as was 
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brought home to the television set- 
makers last year, is the difficulty in 
keeping production in phase with re- 
tail sales. Overproduction means 
painful inventory adjustments, just as 
underproduction spells lost sales and 
profits, But consumer buying in 
actual fact tends to be quite mercurial 
The better to keep its output tied 
more closely to sales in the future, 
GE last year began a two-year study 
of consumers’ buying habits 

General looking for 
more immediate economies, however, 
from its sprawling, new $250 million 
plant near Louisville, Ky., where. it 
is centralizing appliance production 
In addition to manufacturing savings, 
“Appliance Park” will also help GE 
shave distribution costs. For the first 
time on a large scale, the company 
will be able to ship mixed carload 
appliance lots to distributors at re- 
duced freight costs 

Similarly, Gwilym Price has moved 
all of his refrigerator production into 
a new plant at Columbus, Ohio, trans- 
ferred all his TV assembly into a 
larger, much more efficient installa- 


Electric is 





SYLV ANIA CATHODE TUBES: 


the sales picture was 


tion at Metuchen, NJ., and 


sloughed off his relatively unprofit- 
able heavy 


also 


rail equipment business 

RCA, Sylvania and Raytheon were 
also greatly 
problems 


preoccupied with cost 
and with good 
Besides their own brand name 
television three companies 
also make the receiving and cathode 
tubes which power other manufactur 
ers’ sets. Thus, when television set 
sales slowed down and prices began 
to fall, the trio found themselves in 
double trouble. For when their cus- 
tomers cut back set production, they 
also bought fewer tubes 
Surprisingly, 


last year, 
reason 


sets, all 


however, and thanks 
in part to a continued high level of 
defense work, RCA not only increased 
its sales but, alone of the big nine 
electrical equipment makers, managed 
to keep its pretax profit margins in- 
tact. In keeping with the rest of the 
industry, both Sylvania and Raytheon 


un £6 thee cesmmscenm cqagerhesssees 


Like 


most of thei: competitors, both com- 


sustained a decline in sales 


panies were troubled by big tele- 
vision set inventories that sold at 
greatly reduced prices and com- 


pressed profit margins that are char- 
acteristic of a “disorderly market.” As 
for RCA 
ently in pretty good shape 

The between RCA on 
the one hand and Raytheon and Syl- 
vania on the other, is more than just 


its inventories were appar- 


difference 


a difference in 


RCA is the TV 


inventory controls 


industry's top dog, 


sells more sets and tubes than any- 
body else, thanks partially to the 
superb distribution system which it 


has built up over the past quarte: 


century. Raytheon and Sylvania rank 
well down the list of the top ten TV 
set seller 
ket for 
companies are 


an effo t to 
tributior 


and have been in the mar- 
Both 
midst of 


only the last few years 
still in the 
build 


channels 


up adequate dis - 


This is a long and 


costly proce and it is made doubly 
dificult b the existence of such 
solidly entrenched merchandisers as 


RCA and Philco 


CHAIRMAN MITCHELL: 


anything but bright 


Syivania has been more successful 


than Raytheon in expanding its TV 


set busin As a supplier of in- 


candescent bulbs. Sylvania’s name is 
well known to the consume! Ray- 
theon, on the other hand, save for its 


receiving tubes, has been principally a 
supplier of military electronics equip- 
ment As 


well 


such, it is not particularly 
markets 

This dependence on relatively low 
prohit 
still 


sales, 


known in retail 


Government contracts, which 
70% of 


tremendous 


account tor company 
and the 
which Raytheon has expanded, has 
left President Charles Francis Adams 


with a relatively short cash position 


pace at 


This is a serious liability; these days 
it takes cash, and plenty of it, to make 
a big splash in the television market 
By uncompromisingly plowing back 


all of his earnings, however, onetime 


Paine, Webber, Jackson & Curtis 
partner Adams has buttressed his 
102 
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cash box somewhat. Consequently in 
the last couple of years he has been 
able to put a little more money into 
TV merchandising, though still not 
nearly as much as he would like to. 


By a combination of debt and 
equity financing, Sylvania’s Chair- 


man, Don Mitchell, has managed to 
pay out about 50°, of earnings to 
stockholders. He has also managed to 
put through an expansion and vertical 
integration program which has put 
his company into everything from 
to electronics and still 
have cash enough left over to push 
into television in a fairly big way. 
Last year, to make Sylvania still 
competitive, Mitchell finished 
building a mammoth, low-slung “effi- 
ciency” set-making plant at Batavia, 
N. Y., which doubled his capacity. He 
also hopes to find himself in a more 
advantageous position on the booming 
West Coast because of his new picture 
tube plant at Fullerton, Calif., Ray- 
Mean- 
into a 
new picture tube plant and last yea 
reorganized his TV set-making oper- 
which, 


atomic power! 


more 


theon's headquarters town 


while, Adams has also moved 


ations, however, have yet to 
show a profit 

But as if to negate all of Raytheon’s 
and Sylvania’s efforts, the industry's 
king-pin, RCA, was also busy honing 
Though RCA’s 
broadcast arm, NBC, continued to lose 


ground in 


its competitive edge 


television and radio to 
the Columbia Broadcasting System, 
RCA's President, Frank Folsom, drew 
comfort from the fact that he 
had beaten CBS to market a 21-inch 
color tube. CBS had previously beat- 
en RCA to the punch with a 19-inch 
cathode tube 

In bringing out its king-sized tube 
RCA seemed to have hurdled for all 
tele- 
hand- 
There are 
remaining barriers, how- 
among them, complex circuitry 
and high cost, and they are still quite 
formidable. RCA has succeeded in 
simplifying both its tubes and colo: 
But the $800-$900 
price tags its first 21-inch color sets 
will bear when they come to market 
this year is still a long way above the 


some 


color 


time one of mass market color 
biggest 
kerchief-sized 

still 


evel 


vision’s obstacles, its 
screen 


some 


sets somewhat 


reach of the average citizen 

Just how briskly RCA’s color 
will difficult to say 
Black-and-white sets did not really 
begin to move until prices had been 
pared to around $200. Consequently, 
color TV for the masses still seems to 
the rainbow 
RCA's new color tube alone will cost 
set manufacturers $175 each. 

RCA, which claims to have thus far 
spent $50 million on color develop- 
ment seems to have adopted a “don't 
spare the horses” attitude on research 


sets 
sell is, as yet, 


be somewhere over 


Forbes 
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Let’s stop patching the patches 


America’s transportation system is operating 
under a code of regulations that was originally 
written in 1887. Since then the era of the elec- 
tric lines has come and gone. Since then have 
come the automobile, the bus, the truck, the 
airplane. Still we try to regulate transportation 
according to 1887 ideas. 

Today a new generation of Traffic Managers 
with scientific training and a professional ap- 





proach are developing new techniques of trans- 
portation that are in step with our modern 
techniques of manufacture and merchandising. 
But in doing so they are constantly bumping 
their heads on these antiquated regulations 

Let’s give them a chance to bring transporta- 
tion up to date. Let’s stop patching a worn-out 
garment. Let’s ask Congress to scrap our 1887 
breeches and give us a 1955 model. 





Chesapeake and Ohio Railway 


TERMINAL TOWER, 
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costs 
value 
ways 


But it has wrung maximum 
from its investment in many 
Shortly after developing its 
bigger tube last year, for instance, in 
one swoop RCA cut in half the retail 
price on 5,000 15-inch color sets it had 
already shipped to market. In so do- 
ing, the company and its distributors 
took an indicated loss of $250,000. The 
company even offered rebates to cus- 
tomers who had bought their sets be- 
fore the price reduction went into ef- 
fect. This maneuver not only enabled 
RCA to clean out its inventory of the 
midget-sized sets, but also generated 
a kind of good will among consumers 


that, at $250,000, was bought dirt 
cheap. Thus, although RCA’s name 


is equated with electronics engineer- 
ing in the minds of many people, there 
no doubt that the company 
also has a well-stocked bag of mer- 
chandising tricks 


can be 


Motorola and Philco are best known 
for their merchandising talents, but 
last both made plenty of en- 
gineering news, too 


yeat 
Phileco research- 
ers developed a single-gun, 21-inch 
color tube which is not yet in pro- 
duction but for which the company 
has great hopes. Motorola’s communi- 
cations division, meanwhile, was deep 
in such electronic complexities as 
analogue computer applications, and 
the company has been plowing a good 
share of its capital outlays into sev- 
eral new laboratory facilities 

Like Admiral, which is also known 
for its aggressive selling, Philco and 
Motorola have kept their dividend 
payout on the conservative side and 
have regularly put the lion's share 
of their earnings back into new plant 
This shows in their scorching growth 
From 1949 through the begin- 
ning of last year, for instance, Motor- 
ola's sales expanded 166°, Admiral’s 
124% and Philco’s 100%. At the nine- 
months mark last year, however, all 
three companies showed a decline in 
None of any help 
from declining military orders. Philco 
had to with a 45-day 
strike, and Motorola with a drop in 


its auto radio sales 


pace 


sales them got 


also contend 


Despite adverse market conditions, 


nevertheless, all three companies 
claim to have increased their percent- 
age share of the TV set market. If so, 
they undoubtedly were helped by 
their relatively low inventories, which 
wave them a big advantage, last year, 
over more heavily loaded competitors 
All three 
their though it is dif- 
ficult to see how Admiral’s President, 


Siragusa, who in 1953 spent 13.5c out 


companies also intensified 


selling efforts 


of every sales dollar on selling (and 
overhead) costs (vs. Motorola's 12.8c 


and Philco’s 10.6c), could put much 


more oomph into his merchandising 
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In spite of, or perhaps because of, its 
hyperthyroid selling, Admiral histor- 
ically produced higher pretax 
profit margins than either Motorola 
or Philco 

In addition to holding second and 
third ranking positions behind RCA 
in the TV market, Philco and Admiral 
are also deep in the white goods busi- 
(Fourth-ranking Motorola, on 
the other hand, has stuck exclusively 
to radio, television 
Phileo and Admiral 


into refrigerators 


has 


ness 
and electronics.) 
have diversified 
freezers and even 
room alr 


sons. A 


conditioners for several rea- 
“full” appliance line keeps 
dealers and distributors more closely 
tied min- 
imizing the possibility of divided al- 
legiance. Another 


goods sales 


to one manufacturer, thus 


factor is that white 
hit their peak in the sec- 
ond and third quarters of the year, a 
period and television 


when radio 


usually 


sales aré 


l 


on the downgrade 











MOTOROLA'S GALVIN: 


no help from the military 


Thus, the two lines are 
help to fill in 
peaks and valleys 

In the 


beer 


complemen- 


tary seasonal selling 
years, Admiral has 


more 


past few 


putting and more em- 
phasis on white goods. To help smooth 
out some of the distribution problems 


Ad- 


con- 


inherent such a transition 


miral last year put up a new 


solidated warehouse 15 miles outside 


of Chicago, expects it to cut handling 


costs considerably. The new depot re- 
places seven other storage points. Out 
of it finished and 


raw Admiral’s Chicago 


will flow receivers 


materiais to! 


Bloomington, Harvard and McHenry 
plants. Into it will funnel the com- 
pany’s entire product mix, a flow 


whi h will enable the company to cut 
freight costs by sh 
load lots to dist: 


Under 


pping mixed car 


buto1 
James Car 


abi Irrendaly 


mine, who took over as president last 
year when Bill Balderston became 
chairman, Philco also buttressed its 
distribution lines by acquiring the 
Dexter Corp. through an exchange of 
stock, thus adding Dexter’s home 
laundry equipment to its own already 
full “full line.” Philco also set up a 
new Finance Corp. to help its dis- 
tributors handle their inventories 

Avco Corp., meanwhile, which has 
diversified into consumer durables and 
sells everything from corn pickers to 
kitchen sinks, spent much of last year 
in the it has almost 
every year in the last five. Despite a 
heavy volume of defense 
quarters of the way through 
the year, Avco was doing little better 
than breaking even 


doldrums—as 


business, 
three 


LABOR RELATIONS 


Larce_y because of their tremendous 
expansion pace, only a few of the 
electrical equipment companies show 
a very large of veteran 
almost 45% of 
Westinghouse’s employees have been 
on the payroll since 1945 or longer 
Like General Electric, in most of its 
plant towns Westinghouse has the 
reputation of being “a good place to 
work.” 

Both companies deal with all three 
of the major electrical unions, none 
of which has been accused of 
being a patsy at the bargaining table 


percentage 


workers, although 


ever 


Consequently, General Electric and 
Westinghouse rely on an elaborate 
communications program to keep 


their shops running with a minimum 
of lost time, miss no chance to tell 
workers that they better paid 
than average, try always to identify 
workers’ interests with those of the 
company at large 


are 


It is difficult to say just how effec- 
tive this kind of approach is. There 
is evidence, however, that some West- 
inghouse and GE employees are in- 
deed convinced that they “never had 
it so good.” They are, however, equal- 
ly convinced that they would not be 
doing nearly so well were it not for 
“the union.” 

In their dealings with the unions, 
both companies have assumed a tough 
though not uncompromising attitude 
Commenting on this facet of GE's 
program, the Wall 
Street Journal coined the word “Boul- 
wareism” after industrial relations di- 
rector Lemuel Boulware 


labor relations 


Boulware may indeed be a labo: 


tactician par excellence, but his pen 
chant for blunt outspokenness often 

nds GE public relations men diving 
for cover. When Boulware sounds off 


to newsmen, as he well knows, he gets 


maximum coverage. At various times 
1o instance he has accused union 
Fo es 
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NATURE’S 
BURIED TREASURE 


America's 
finest fuel 


Long before Man, Nature stored in 
underground vaults a vast reservoir of 
natural gas. Untold millions of horsepower 
... heatpower for industry and homes 


Today, this great natural fuel... hotter, 
cleaner, more efficient ...is brought to ig 
market by the 2200-mile pipeline of 
Tennessee Gas. Spanning prairies, 
mountains and rivers, this pulsing 
artery pipes the world’s most efficient 
fuel from the Southwest to the great 
population and industrial centers 

of the East. And does it 

dependably and at low cost. 


America’s longest pipeline — and 
still growing —Tennessee Gas 
has played a big part 

in making natural gas the 
nation’s sixth largest industry. 


“~ 
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[PROVED RECOVERABLE RESERVES , i 


NATURAL GAS RESERVES AND PRODUCTION 
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4s $0 53 
Clean, heolthy heat. Natural gas is convenient, There's plenty of natural gas under the ground 
dependable, always on tap. No storage problems Each year far more is discovered than is used 


TENNESSEE GAS 


\ TRANSMISSION COMPANY 


ht HOUSTON, TEXAS 


\ 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 











men of “misconceived master mind- 
ing” and “leading (workers) up pay- 
losing paths ana political blind alleys.’ 
Seemingly, this kind of uninhibited 
plays right the hands 


of skilled union apologists who can 


comment into 
point to the newspaper and say “See 
they trying to break us.” It can 
also effectively negate what GE is 
trying to do, day-in-and- 
convince workers that thei: 
and 


otherwise 
day -out 


interests company interests are 
one. Moreover, as GE public relation 
men will admit in less guarded mo 
give 


casual newspaper readers the impres 


ments, “Boulwareism” tends to 
sion that the company is anti-union, a 
that with the 
far more typical of the com- 
that 
portant product is progress 
Far 

GE or 
other 


misconception clashes 
slogan 
as a whole “our most 


pany im- 


either 
the 
big electrical equipment pro- 


more centralized than 


Westinghouse, most of 
ducers have an easier 
in close contact with 
RCA and Motorola, for 
counting their growth 
high percentage of veteran employees 
with ten years of service or more. In 
addition 


time keeping 
their 


instance, dis- 


wor ker S 


rate, have a 


to better than pay 
RCA puts out a raft of well conceived 
worker publications. So does Motor- 
ola, to a somewhat lesser degree. But 
President Paul known to 


many of his workers by sight and is 


average 


Galvin is 


regarded by at least one assembly line 
worker as “a 

Motorola's sharing 
well publicized, so much so, in 
that 
which is 


real nice man.” 


profit plan is 
fact 
Admiral 
in Chicago, al 

that they are 
“doing all right” where they are, think 
they could do even better at Motorola 
Sylvania’s worker communications are 
top flight. Raytheon, which has been 
struck only once in the last 30 years, 
boasts still another sure sign of ma- 
ture labor management relations: only 
five disputes in the last ten years have 
been 


several workers at 


also based 


though convinced 


sent to arbitration 


PUBLIC AND COMMUNITY 
RELATIONS 

Surewn sellers all, most of the set 
that the citizens in 
plant towns are also potential 
customers and thus take pains to woo 
them accordingly 


makers realize 


their 


This is especially 
true of General Electric and Westing- 
house, whose plant managers and 
community relations directors are al- 
ways up to their necks in such things 
as Red community chest 
drives and civic betterment programs, 
Westinghouse has missed no chance 
to dramatize its growing role in 
atomic power, both in ship propulsion 
and electric power generation 

Most of the smaller set makers also 


Cross and 








work fiard at being good neighbors 


the greater Bostor 


area Laytheon for instance na 
clo illied itself with all majo 
charitable activities has plenty ol 
repre tation in service groups and 
cham be ot commerce Last yea! 
when the company decided to put up 
an engineering lab in sleepy Way 


land Ma Ss Raytheon worked closely 


witl town officials unobtrusively 


demonstrated that it would indeed be 


addition to the 


@ valuabis community 


STOCKHOLDER RELATIONS 


GENERAL Exvectric and Westinghous« 
rank among the nation s deepest-dyed 
blue chip are highly re 
So too is RCA 
which. in fact, is the best-selling stock 
in the New York Stock Exchange's 
Monthly In Plan. This re 


gard vell reciprocated, for all three 


companies 


and, as such 


garded by 


investors 


vestment 


keep a steady flow of in 


formation moving on to investors 
In additior 


Westir ghouse 


to a fine annual report 


road shows” its an 


nual meetings, holds them in a differ- 
ent, though centrally-located, part of 
the country every year and thus gives 
a maximum number of its owners a 
chance to attend. As Westinghouse 
has done in the past, GE sampled its 
stockholders to find out what they 
really want to see included in thei 
annual report, came up with a very 
handsome, informative effort 


Perhaps GE's surveyors found that 
stockholders do like 


cated” charts, for the few that the com- 


not “compli 


pany did include in its annual report 
West 


made 


were almost simple-minded 
the othe 


fine graphic presentations of such im 


ingnouse or hand 


portant financial indicators as profit 


margins, current ratio, plant and 


property accounts 


WESTINGHOUSE SHAREOWNERS: 


between “Aunt Janes” and the management, reciprocal regard 


106 


ers 


RCA’s fact-packed annual account- 
ing, although it surprisingly eschewed 
graphs of any kind, scored high for its 
definitive breakdown of money income 
Among the 
Raytheon hit upon a nice 
imaginative way of breaking down its 


costs in 


and outgo smaller set- 


makers 


relation to the sales dollar 

Charles Adams de- 
serves credit for not glossing over, o1 
the 


operations 


President also 
burying somewhere in fine print 
fact that his 
showed a loss. Sylvania 
Don Mitchell took 
some depressing factors in his profits 
but gave stockholders no 
breakdown and could at 
have indicated how much of his gros: 


television 
Chairman 
note of 


also due 


equation, 

sales least 

comes from government contracts 
This is also true of Motorola, Ad- 


miral and Philco. Of the three, de 
spite an extremely heavy dose of 
product publicity, Admiral does the 


best job. But its report is extremely 
brief Ross Siragusa 
could go into considerably more de 
tail without Ziving away any trade 
secrets. Nor can Avco Manufacturing 
be accused of garrulity. Though its 
earnings were cut sharply, at least 
partially by labor troubles, the com- 
pany gave annual report readers no 
idea of just the strikes 
On the othe: 
offer a 
the 


selling 


and President 


much 
chewed out of earnings 

Avco 
breakdown, 
cash it 


how 


hand does good cost 


even to amount ol 
and ad- 
vertising. Sylvania, however, also de- 
serves credit for trying to stimulate 
more 


spends on 


its annual 
among stockholders. In addition to its 
quarterly Share News, the 
company also greets new share hold- 


interest in meetings 
Owners 


mailings on 
subjects of special interest to inves 


ers by letter, sends out 
tors, such as the changes made last 


year in the Internal Revenue Code 
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50 million times a day 
at home, 


at work or Yi 


on the way 


There’s 
nothing 


1. SO BRIGHT IN TASTE .. . nothing like it for sparkling, tangy goodness. 


2. SO QUICKLY REFRESHING ... nothing like it for a bracing 
bit of energy to bring you back refreshed. 


*CORE” 18 A FEGISTEREO THADE-MARK COPYRIGHT 1966, THE COCA-COLA COMPANY 
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RUBBER 


At Akron'’s Municipal Airport last 
year, tires were put through their 
most grueling workout in history 
Auto stunt men hammered nails into 
the tires under test, raced their cars 
teeth-rattling obstacles, nego- 
tiated a sprinkled with 
broken bottles, ground to a sudden, 
rubber-scorching halt from 60 miles 
per hour. These during the 
year, went to prove one thing to the 
press and public alike: that the tire 
without the inner tube had come of 
age 

This fact has produced a major 
revolution in the tire industry, and it 
dates from 1954, the year the indus- 
try went tubeless. Goodrich pio- 
neered the field, was sure that “by 
1960 the inner tube will be dead.” It 
was already dead on Detroit's new 
models: all featured tubeless tires 
as original equipment. But even as 
the industry swung into tubeless pro- 
duction and tiremen raced for mar- 
kets, at the end of the year the tire- 
makers readily admitted that 1954 had 
been as tough on them as the airport 
“torture tests” had been on their tires. 

Most of the torture from 
familiar causes. The armed forces 
had placed fewer orders for goods. 


over 


runway 


tests, 


came 


Demand for replacement passenger 
tires had dropped, a 7.8% fall off in 
the first seven months of the year 


Detroit automakers also ordered less 
by midyear original tire ship- 
ments were off 20%. They did not 
pick up again until late fall, when au- 
tomakers rolled out their new models 

Tiremakers were also racked by a 
two-way price stretch between syn- 
rubber. Early in 
the year, natural rubber was priced 
at 20 three cents 
cheaper than synthetic; by fall, the 
price of natural had bounced up to 27 
just when the tiremakers 
were doing their heaviest ordering 
Grumbling rubbermen paid the price, 
since they had no alternative. They 
needed the rubber to make tubeless 
tires for Detroit, and with practically 
no tubeless inventory on hand they 
had to operate on a hand-to-mouth 
basis in turning them out 

Natura! rubber’s competition early 
in the year pushed synthetic sales 
down 21% to a total of 448,000 tons fo: 
the year 


and 


thetic and natural 


cents a pound, 


cents, 


Nevertheless, the govern- 
ment expected to erase the loss in 
1955 by selling 600,000 long tons of 
its synthetic rubber to the industry 
To help improve the qualities and 
uses of synthetic, the Reconstruction 
Finance Corporation began spreading 
some $4.2 million for rubber research 

















THE FIVE MAJOR TIRE MAKERS 
How They Rolled Along in 1954's First 3 Quarters 

Sales *. Change Pretax % Change Prom Earnings 

(Millions) from 1953 Net From 1953 Margin Per Share 

Coodyear 789 down 14% $66 down 31% 8.3% $6.53 

Firestone* $688 down 8, $60 down 19% 8.8% $7.03 

U.S. Rubber $587 down 11% $46 down 35% 7B% $3.05 

Goodrich $467 down 10% $56 down 30% 12.0% $6.22 

General) $155 up 3% $7 down 31% 44% $3.26 

* Fiscal year ends Oct. 31. + Fiscal year ends Nov. 30. 

among 11 research and educational comforting Following strikes in 
institutions July and August, rubbermen pro- 
Tiremen, long aware that synthetic duced 6.2 million passenger tires in 
was the only solution to the shrink- September, 32.5% more than the 
ing—and expensive—rubber supply, month before But for the nine 
began dickering with the govern- months, production totaled 56.4 mil- 


ment last year for its synthetic plants 
By May, the closing date for 


bids, 


GOODRICH TEST GUILLOTINE: 


last year, the pressure was on sales 
the government had received esti- 
mates from 35 rubber, chemical and 
oil companies for its 27 plants. Rub- 
bermen, with pens poised to sign con- 
tracts, waited; but the government 
took its time deciding if the bids met 


all the strict specifications it had stipu- 
lated for 
started drawing 

Although the 
the industry 
ge! better 
facts 


sale, and only at year's end 
up contracts 

year wound up with 
rubber predicting big- 
for 1955, the 


1954 were not 


and things 


and figures of 


64 million in 1953 
Original equipment shipments were 
down nearly 20% to 22 million units, 
while the 38 million replacement tires 
the industry supplied was near the 
level reached in 1953 


lion tires vs 


MANAGEMENT 
Tue rubbermen’s ride last year was 
not one of pneumatic bliss. In fact, 
to many a tiremaker it seemed as if 
he traveled on hard, rims 
Goodyear’s nine-months’ sales skidded 
off 14% to $789.2 million and its net 
earning fell almost 10° to $31.8 mil- 
lion. Goodyear’s pretax profit margin 
fell from 14% to 8.397, the largest drop 
in profit margin sustained by any of 
the major rubber companies. “Prob- 
lems,” said the company, “were plen- 
tiful” during the year. But Good- 
years Chairman Paul W. Litchfield 
thought that a 52-day strike in July 
and August, which idled 23,000 work- 
ers at 10 plants, was actually a bless- 
ing in disguise, since “business was off 
and we had a big inventory.” Money 
was also no problem. Goodyear was 
able to draw on its ample working 
capital to retire its entire issue of 
$5 preferred stock without any dif- 
ficulty. It also changed the common 
from nothing to $10 par, which mainly 
lowered the Federal stock transfer 
tax costs on the stock. In addition, 
shareholders voted to split the com- 
mon two for one at year’s end. 

Air out of Firestone’s 
earnings last year. Sales dipped 8% 
in the first 9 months to $688 million, 


tireless 


also hissed 








Public & 
Laber Community Stockholder 
Management Relations Relations Relations 
Coodvear (8666.4) 90 90 90 95 
Firestone (567.5) 90 90 95 85 
U.S. Rubber (488.6) 90 85 90 95 
Geedrich (437.0) 95 95 95 90 
General (120.2) 85 95 85 85 
*In parentheses: Assets (in millions) as of December 31, 1953 
108 Forbes 
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. - 
time insurance A few large compani 
have never advertised. A few, but not many 
Most successful firms adopt consistent adver 
tising programs. The younger and more su 


cessful the firm, the more it seems to advertise 


The conclusion is cheat you don’t have to 


advertise to be successful 


jut all things being equal, good advertising 
will bring success faster. We call it L inne 
Insurance”—and that’s what we've been sell 


ing our clients for over 80 years 


Albert Frank-Guenther Law, Inc. 


Advertising - Public-Financial Relations 


131 Cedar Street, New York 6, N.Y. 
BOSTON + WASHINGTON + CHICAGO + SAN FRANCISCO 
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and net income fell from $32.6 million 
to $28.3 million. With taxes at 53%, 
and reserves of 36 cents per common 
share against unremitted foreign in- 
come, final net shrank 13% during 
the nine-month period. At the close 
of Firestone’s fiscal year (ended 
October 31), earnings were around 
$9.50 share vs. $11.77 the year 
before 


per 


Since military orders counted for 
13% of US 1953, 
the decline in military spending last 
year hit the industry's second largest 
giant where it really hurt. On 
of generally 


Rubber’s sales in 


top 
increased costs and de- 
creased demand for tires, sales were 
11% to $587.3 million in the 
first nine months, with most of the $70 
million drop resulting in the first half 
of the year Meanwhile, the net 
nudged down from $24 million to $22.8 
million, and the pretax profit margin 
dropped to 7.8% 

Part of this was due to the devalua- 
tion But as 
the most diversified of the rubber- 
makers, U.S. Rubber was able to ab- 
sorb the slacking demand for original 
tires better 


down 


of foreign currencies 


than most, expanded its 


activity in foam rubber 


and chemi- 
As a result of this and with 
its tax rate cut from 72% ,US 
Rubber held per share earnings to 
$3.05, as against $3.32 in 1953 

Of the Big Four 


cal lines 


to 57°; 


rubber 


manu- 
facturers, only Goodrich made a 
showing it could justly boast about 
On sales of $466.5 million, 10° lower 


than the year before, net income rose 
8.7% to $27.4 million. Goodrich also 
kept title to the fattest pretax profit 
margin in the industry, a comfortable 
12% in 1954's first 9 months 
Goodrich, however, was not content 
with its 


prosperity. “Although we 


made some improvement in our com- 


petitive position during the year,” 
said Goodrich’s Chairman John L 
Collyer, “we are not satisfied with 
our present position. We do not re- 
gard our profit margin as satisfac- 
tory.” 


Apparently, Goodrich was ready to 
do more of the broad-scale diversifi- 
that had accounted for much 
of its good fortune in 1954. Last year 
it cleared the way by increasing the 
authorized 6.88 
million shares, 
then incorporation 
powers to enable it to engage in min- 
ing, agriculture, radio and TV broad- 
casting—virtually any field it thought 
might pay off 
Tire & Rubber, the fifth 
the industry's Big Four, 
last year was the only tiremaker to 


cation 


common 
shares to 10 
revamped its 


stock from 
million 


General 
wheel to 


lift sales, which rose 2.7% to $155 
million. But this increase resulted 
from non-tire government contracts 





TUBELESS TIRE: 


progress at a price 


with General's Aerojet division, which 


provides approximately 24% of sales, 


and business from the company’s 
three broadcasting networks 
Earnings, however, did not travel 
in the same direction as sales In- 
stead, they dropped slightly more 
than $1 million to $4.4 million. Gen- 
eral Tire President William O'Neill 
pointed out, however, that the com- 
parison was misleading In 1953, 
General had benefited from the sale 


of its 45.2 the Mansfield 
Tire and Rubber Company 
Even with the end of EPT 


makers 


interest ir 


the tire- 
profit the 
effects of a tough year. Goodrich 
again led the field with its 12% 
margin 


margins showed 


profit 
followed by Firestone’s 8.8° 


Goodvyeat was 83%, followed by 
US. Rubber with 7.8% and Gen- 
eral with 4.4% Biggest drop in nine 


months’ pretax profits was sustained 
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by Goodyear, whose operating margin 
decreased 41° Next greatest loss 
was General’s 32% drop in margins, 
followed by U.S. Rubber’s 26%, de- 
crease, Goodrich’s 21% slide and the 
12% slip in Firestone’s profit margin 

The year was marked by a scramble 
for tubeless markets All major 
manufacturers had at least one tube- 
less tire on the market, 
expanding plant facilities for 
greater production in 1955. Good- 
rich, which placed the first tubeless 
tire on the market in 1948, had sold 
3.5 million of them by the middle of 
last year. Firestone, the second tire- 
maker to enter the tubeless race, with 
its DeLuxe Champion in 1951, also 
tried to consolidate its early gains. 

The competition the 
replacement market; original equip- 
ment markets are traditionally fairly 
stable 


and most 


were 


big was in 


Goodrich’s tubeless 


accounts for 30° 


already 
of its replacement 
trade, and the company believes that 
by the middle of 1955 tubeless tires 
will account for half of its replace- 
ment business. Firestone, too, has 
had a marked production shift in little 
less than a year; in 1954 the company 
made six million tubeless tires, at the 
end of the year was producing them 
at the million a month 
Early in 1954, Goodyear entered the 


field with its DeLuxe Super Cushion, 


rate of one 


followed by U.S. Rubber and Gen- 
eral Tire. Goodyear and U.S. Rub- 
ber already had established controls 


for original equipment tires but had 
to try to make up for lost ground in 
the replacement market by some fast 
and heavy consumer advertising 
plans to 
during the next 
boost production of 
In 1954 it put $30 mil- 
lion into new tubeless facilities 


Pioneer Goodrich 
$100 million 


years to 


tubeless tires 


spend 
about 


five 


The swing to tubeless is an expen- 
sive proposition for the tiremakers 
Tubeless more difficult to 
make, require expensive new equip- 
ment and take time. More- 
as the tiremakers promoted the 
tire without the tube, they also had 
to see to it that the standard casing 
and tube combination price structure 
was not recklessly undercut by deal- 
ers 


tires are 


more 
over, 


Most sponsored special sales to 
help dealers clean out excess inven- 
tories. The Big Four also had to 
make careful price increases to cover 
growing material and labor costs, yet 
watch out that smaller competing tire- 
men did not customers away 
by boasting lower tubeless prices 
As the tubeless tire rolled out of 
Akron, automen snapped them up as 
standard equipment on their 1955 
models Firestone, however, had 
scored the industry's first bull’s-eye 
back in 1953, gotten Packard to offer 


entice 
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THE GREAT WHITE MOUNTAINS 
UNDER AMERICA 


\ \ THEN National Gypsum announced its discovery of North America’s 


most massive gypsum deposit, near Halifax, Nova Scotia, the company 
was assured a 200-year supply of rock for its Seaboard plants at 
substantially lowered costs. Now comes news of another tremendous 
strike, this time in the heart of America 

This underground white mountain of gypsum is located near Shoals, 

Martin County, in southern Indiana. National Gypsum Company, discoverer of the 
huge, 100-year reserve, has obtained the cream of the deposit...a 2,700 acre sit« 
The most modern gypsum plant ever to be built...a completely mechanized 
operation, using the latest and most exacting scientific controls, is now under 
construction. By mid-1955, this new plant (National’s thirty-sixth) will P. S. Write today for a copy of 
begin operation, producing the complete line of Gold Bond gypsum products a colorful, new booklet just 
plaster, wallboard, lath and sheathing published about the National 
Gypsum Company and its new 
Indiana gypsum discovery. 


This plant will provide many advantages to the growing, midwestern building 
industry. Service to customers on a full line of related products will be 
quicker and better. Long hauls from distant sources of supply will be eliminated 
freight costs will be substantially lower. Product quality will be the highest 
The Indiana expansion, with its heavy capital investment in the future, 
is a familiar pattern to National Gypsum. It is the kind of faith and enterprise 


=> 
which have resulted in many other “firsts” throughout the Company’s 29-year Gold Bond 
history. This is the pattern that has earned for the Company the reputation of 

Pacemaker of the Building Industry BUILDING PRODUCTS 
NATIONAL GYPSUM COMPANY - BUFFALO 2, NEW YORK 
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its new models with the Life-Saver 
tubeless as optional equipment. But 
this year, the major automakers are 
using the “100 level” tubeless as 
standard equipment on all models. 
Goodrich sold tubeless to General 
Motors, Ford and Studebaker. So 
did Firestone, which also shipped to 
Packard. Goodyear, as usual, sup- 
plied all of Chrysler's needs and some 
of Ford's. U.S. Rubber sold its tube- 


less tires to General Motors and 
Packard. General Tire, however, was 
out of the running. It sells only 


premium-priced tires for the replace- 
ment trade, has no original equipment 
market 

Largest of the rubbermakers, with 
assets of $666.4 million, Goodyear 
makes 20% of all tires turned out in 
the U.S., counts on them for about 
70% of sales. It also has a big stake 
abroad: probably about one-third of 
its income comes from foreign opera- 
tions. Goodyear rang up an industry 
record in September by turning out 
its 625 millionth pneumatic tire—a 
DeLuxe Super-Cushion tubeless 

Like most rubber companies, Good- 
year also makes plastics and foam 
rubber. A new product marketed last 
year was Vitafilm, a tough, transpar- 
ent vinyl film for packaging textiles 
and other material which must be 
seen through the wrapping. Using a 
special synthetic rubber developed in 
1953, Goodyear labmen also produced 
Airfoam SL, which had many remark- 
able properties. It not only resisted 
fire and deterioration by sunlight and 
grease, but it could be manufactured 
in a silky-fine or rough-and-coarse 
form. The new Airfoam also offered 
greater compression and less weight 
than foam made from natural rubber 
latex. During the year, Goodyea 
watched the world’s first commercial 
passenger conveyor belt—which it de- 
signed and fabricated—begin operation 
The 11,000-pound belt transported 
homeward-bound New Jersey com- 
muters 227 feet up an incline to the 
Erie Railroad terminal. 

Government orders for the Corporal 
guided missile, recoilless rifles, anti- 
aircraft guns and jet engine compo- 
nents helped Firestone ride out last 
year. Tires, however, still made up 
almost two thirds of the company’s 
sales. Firestone also has a strong 
position in the truck tire market. By 
the end of 1955, Firestone believes 
tubeless tires for trucks will be “a 
very large percentage of the com- 
pany'’s total production.” Firestone 
also delves into plastics and synthetic 
rubber, markets Velon plastic yarns 
and Butaprene synthetic. 

With assets of $488.6 million, US 
Rubber ranks third among the Big 
Four tiremakers, depends on a diver- 


gage, rainwear, draperies and up- 


sified line of footwear, chemicals and 
textiles for about half of sales. High 
in US. Rubber’s enterprise is its 
Naugatuck Chemical Division, doing 
over $100 million in yearly sales 
Expansion started last year should 
boost U.S. Rubber’s chemical 
25% by 1956, with some 50 million 
pounds of nitrile rubber, plastics and 
agricultural chemicals added to pro- 
duction. At that time, the division's 
output is expected to total 600 mil- 
lion pounds of chemical products 
Other rubbermen estimate that ap- 
proximately 15°; of U.S. Rubber’s to- 
tal come from Naugatuck 
products; foam rubber and footwear, 
Keds sneakers, 
about 25° 


sales 


sales 
such as account for 


of volume. The mechani- 
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cal goods division, which makes hose, 
belting, rubber and plastic auto parts 
and batteries, adds another 15% to 
and tires less than half of the 
total revenue. In 1954, the company’s 
Kralastic plastic received a great deal 
of favorable publicity, when oilmen 
used a 12-mile length of pipe made 
out of the plastic to carry waste salt- 
water from their wells to a disposal 
area Production of this versatile 
plastic was tripled at U.S. Rubber’'s 
Baton Rouge, La. plant in 1954 
Expansion also continued at the 
company's latex plant in Los Angeles, 
and in Venezuela, where U.S. Rub- 
ber started building a modern plant 
to turn out Royal-8 passenger tires, 


sales 
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truck tires and Keds casual shoes 
for the South American market. 

U.S. Rubber also turned out Koy- 
lon foam rubber, Vibrin plastics used 
to reinforce plastic car bodies such as 
the Chevrolet Corvette and Kaiser- 
Darris, and an important new product 
known as “Surfa-Selz.” These are 
cheap, synthetic rubber pellets the 
size of pencil erasers that can be 
mixed with a batch of hot asphalt to 
make rubberized roads, driveways and 
similar surfacings. “Surfa-Selz’s” im- 
portance: ordinary contractors can 
make the rubber-asphalt mixture on 
the construction site, whereas before 
U.S. Rubber had to mix the batch at 
its plant and ship it to road builders 

Last year, the government hung an 
anti-trust complaint on both US. 
Rubber and Dunlop Tires, charging 
them with “unreasonable restraints” 
of foreign trade stemming from price- 
fixing of their latex and rubber thread 
products and pooling of patents issued 
on a restricted basis. While it didn’t 
believe it had violated anti-trust law, 
U.S. Rubber agreed to go along with 
the decision, since it was cheaper to 
revise the foreign elastic thread busi- 
ness than fight the case in court. As 
a result, it made patents available on 
a royalty basis, dissolved and split up 
companies jointly owned with Dunlop. 

Not forgetting its tire trade, U.S. 
Rubber widened distribution last 
year, arranged for California Oil Co. 
of Perth Amboy, N.J. to push its pas- 
senger and truck tires wherever it 
has distributors for its gas and oil. 

Also heavily into chemicals and 
plastics, B. F. Goodrich’s tires chalk 
up only about 12% of the company’s 
total sales. Last year, Goodrich went 
into the rubber growing business, got 
a longterm concession on 600,000 
acres from Liberia’s President Wil- 
liam Tubman. In the U.S. expansion 
went on at a new $1.5 million plant 
to make more Koroseal floor tile; a 
huge, six-state distribution center in 
West Springfield, Mass. In August, 
Goodrich purchased the Sponge Rub- 
ber Products Co. for 179,000 shares of 
its common stock ($10 par), almost 
immediately started a $3.5 million 
program to double the new divi- 
sion’s output of items such as Tex- 
foam pillows, foam furniture and 
cushion units, auto seat toppers and 
foam-back fabrics. 

Earlier in the year, Goodrich of- 
ficials took in a pleasant tour of down- 
town Akron, riding a bus equipped 
with their torsilastic springs, in 
which rubber instead of the cus- 
tomary steel is used to soften the ride. 
Throughout 1954, Goodrich’s famous 
Koroseal plastic—the housewives’ 
favorite—appeared as shower cur- 
tains, garden hose, play ponds, lug- 
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“...@ BENEFICIAL loan 


is for a beneficial purpose” 


For many people the word Beneficial has a personal, 


intimate meanir friendly financial aid readily avail- 


1g 
able in time of need. Families are thus enabled to pay 


old bills and relieve current financial stress. 


This stream of consumer credit—originating in 860 
offices of the Beneficial Loan System and amounting to 
over half a billion dollars annually — flows and spreads 
into the channels of commerce, thus helping merchants, 
manufacturers and professional people in thousands of 


communities throughout the United States and Canada. 


In this way a BENEFICIAL loan helps many people 
perhaps you. And that’s what we mean when we say 


“a BENEFICIAL loan is for a beneficial purpose.” 


BENEFICIAL BUILDING, WILMINGTON, DELAWARE 





Subsidiary Loan Companies PrRsonat Finance Company Benericiat Finance Co, 
COMMONWEALTH LOAN COMPANY . WoORKINGMEN’S LOAN Association, INC, 
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RS EE OC filen <choawinge while millions more 


gage, rainwear, draperies and up 
holstery 
Besides passenger and truck tires 


Goodrich also turned out giant earth 
moving tires 64% feet in diameter that 
weighed 1,200 pounds and contained 
enough tire cord (150 miles) to make 
79 regular passenger tires. The giant 
priced around $2,000, operated unde: 
23 ton loads 

Des pit its 


Goodrich ha 


wide diversification 


big plans for the tube 


less tire, which racked up a quarter of 
all tire sales by the middle of 1954 
jut, like most tiremen, Goodrich’'s 
executives are figure-shy, will only 
claim that their company “has pro 
duced more tubeless tires than the 
rest of the industry combined, and 
ill continue to do so for some time 
to corn 

The fluctuation of the rubber mar 


ket is one of the 
bigge st 


rubber industry's 
Prices for 


with 


headaches crude 


bounce around 


exasperating 


When crude 


a pound in 


ease, as last year proved 
rubber was near 28 cents 
1953, rubbermen used it a 


of their 


only 39.5% 
mix; last year, when the price 
for natural hovered near 23 cents pet 
the in 
upped its use to 49.4% of its 
mix. With the rubber supply shrink 
ing, Goodrich’s John Coilyer has pre 
dicted that “American 


ucts manufacturers will, for 


pound the same as syntheti« 


dustry 


rubber prod- 


economic 


reasons, use more man-made rubber 


and less natural rubber 


7 he 


to buy the government's synthetic in 


rubber companies were eaget 
deal 
with another oil or chemical company 
Goodrich-Gulf 
pany jointly owned by Goodrich and 
Gulf Oil, had a bid in for two syn- 
thetic plants at Port Neches, Tex. One 
was a copolymer plant valued by the 
$21.7 with a 
production capacity of 90,000 tons of 
GR-S a year 


stallations, usually in a joint 


Chemicals, a com- 


government at million 


The other, key plant in 


the synthetic program, was a huge 
$58.4 million installation that can 


197,000 tons of butadiene a 
Smaller 
banded together with Sears 


turn out 


year rubber companies 

Roebuck 
to form the Copolymer Corp., put in 
bids on two plants at Baton Rouge 
La. All the other 


ers had 


rubbermak 
bids 
wanted to wind up depending on a 


major 


also submitted none 

competitor for its synthetic supply 
Trailing the Big 

giants is General Tire 


Four rubbe: 
largest of the 
so-called independents 
only 4% of 


most all the 


supplying 
the nation’s tires but al- 
tennis balls that 
courts. A relative 
to the plastics field, General 


whip 
across U.S new- 
come! 
Tire is fast expanding into that re- 
warding operation 

like a shopper at a fire 


Last year 





sale, General Tire searched eagerly 
{or Dargall picked up the Tex- 
tileathe Cory a leading produce: 
of fat pported plastics, and the 
Bolt ( (1953 sales $40 million) 
one t largest makers of polyviny! 
neeting Then, at year’s end, Gen 
eral | ' tr ‘ A into ope ratior 1 
bra S56 illion poly I yi chlo 
ride plant at Ashtabula, Ohio and 
aimost ernignt became the voria 
| facture! ot p ,at ‘ 
ing sneet " 

er | ‘ } ce of location ft 
t pi A ore lal nted 
I k Not « adjacent to a ma 
( t irket and ajor i} 
oad trucking route but it j 
11 SA et i supply of the raw ma 
eria or ‘ eratior A neat 
bp a ol of Union Carbide and 
(art pipe mn the necessary acety 
lene ga and the Hooker-Dextrex 





FIRESTONE WORKER: 


last summer 


a strik e-bound calm 


Compa! does the same with hydro 
gen chi iT Water for the process 
comes fre Lake Erie, is purified for 
use 

General Pine William O'Neill 
realizes that for a company like his 
to icceed, it must be able to strike 
out in mal directions Says he 
There not room for just another 
company in our industry, turning out 


must ex 


old product A 


pand through 


company 
new products and new 
markets, always pushing research and 
activities.” 


O'Neill howevel!l is not 


his tire 


development 
slighting 
business. Supplying only re- 
placements, he is not afraid that price 
increases will frighten away his quali- 

But, like any 
must push his 
keep it in the lime- 
Tire 


with a 


ty-conscious custome! 


other tiremake! he 


product hard to 


light Last year, General 


came 


out with a premium tubeless 








Ford- 


size, shortly after raised price: 


$44 price tag for 
Chevvy 


the popula: 


on all tires 5% to 8°, as most rub- 


bermen were doing 


LABOR RELATIONS 


For some 250,000 people in the U.S 
who work for the Big Four tiremak- 
evil-smelling but 
Last these 


employees earned over $2.20 an hou 


ers, rubber is an 


profitable business yeal 


on the average grossed about $85 a 
eek In addition, they enjoyed a 
health insurance program that is 


equalled by few other industries. Em- 
entire bill for the 


ployers foot the 
program, which guarantees hospitali 
zation and medical expenses to both 
workers and their families 

In Akron, home of all the rubbe: 


lant ‘ xcept US Rubber one out 


every five works in the 
1954 


and tube workers were or 


persons 
plants By 
85.000 tire 


rubber midyear of 
the job then, in the strike-bound caln 
of July and August, employment 
plunged to 67,000, only by Septembe: 
started back 

Rubber is 


strikes occur as re gularly as 


to normal 

where 

the auto 
When Good 

the CIO United 


union ran out last 


one industry 


makers new models 
contract with 

Workers 
for example, workers walked off 


year s 

Rubber 
year 
their jobs and stayed away for nearly 
They back 


when Goodyear—which says “We try 


two months only came 
to treat oul employees as human be- 
came through with a 64ec hour- 
But it cost a worke: 
$600 in lost wages to get that hike 
Firestone 


URW fo: 


tract ran out 


ings” 
ly wage increase 
alter negotiating with 
two months before its con- 
strike- 
bound when the union refused its of- 
Some 22,000 
three weeks 
“We had hoped the 


would be 


also became 


fer of a Sc pay 
strikers 
Says 


meetings 


rise 
stayed out for 
Firestone 
continued on a 
day-to-day basis without 


any work 


stoppage, until an agreement could be 


Peat hed 
the job in September with a standard 


The workers went back on 


64ec per hour pay boost in their en 
But they 


age, $270 in pay to achieve it 


velopes lost, on the aver- 


B. F. Goodrich decided not to do 
it the hard way Long before the 
union contract expired, it started to 
shower employees with reports on 


wage negotiations Present wage 


rates, said the company, adequately 


covered the cost-of-living increase 


and if pay was increased the charge 
would have to be tacked onto the cus- 
This it because 
was keen.” But at the 
end of August, Goodrich 
URW’'s wage demand 
Nevertheless, B. F. Goodrich’s good 
showmanship 


tome! couldn't do 
competition 


granted 


and bargaining sense 
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kept employees on the job, and the 
company wound up the year with 
the fewest man-hours lost in two 
decades—75% less than 1953. Falling 
quickly into line after that, the rest 
of the industry met the union’s de- 
mands with little opposition 
Goodrich’s special reports to em- 
ployees on wage negotiations are in- 
managements’ 
concern with its role as Communica- 
tor. Good proof of this is the com- 


dicative of its acute 


pany’s Circle-News, a crisp, snappy 


publication that offers everything 
from company news to fashion and 
cooking hints. Most important, it 


doesn't really take itself too seriously 
Through lively cartoons, new prod- 
ucts are explained to employees. In 
individual Goodrich work- 
ers are highlighted in almost every is- 
sue. When the company feels the 
need to emphasize things as 
safety, voting or fund contributions, 
special sheets are inserted in the pa- 


addition, 


such 


per. Moreover, Circle-News abounds 


in good humor. For example, the 
paper printed one poetically-inclined 


employee's safety suggestion, that ran 


My bench, a waiting monster 
Stands just stomach high 
With wooden teeth that 
As I go sliding by. 

If you efficiency experts 
Could see how splinters clench 
My clothes and tear them, 
You'd fix this cockeyed bench 


bite me 


Not quite as spirited as Goodrich’s 
publication, Goodyear’s Wingfoot Clan 
attempts to its workers in a 
more heavyhanded way. Usually, the 
topheavy with 
propaganda and talks by key execu- 
tives, lacks an intimate worke1 

But while it is fairly dull to read, 


reach 


paper 1S company 


slant 


Goodyear’s paper tries to give work- 
ers a key-hole view of company phi- 
Board Chai: 


and 


losophy. In one issue, 
Paul Litchfield 

Thomas answered 
often ask, 
there were so many layoffs, how de- 


man President 


Edwin questions 


employees such as why 
creased military orders would affect 
employment, what would 
do with the extra profit that 


there are lower corporate taxes. While 


Goodyear 


now 


many of the answers were couched in 


generalities, it did give workers a 
chance to sound out their employers 

While U.S. Rubber: 
plant papers, it takes particular pride 
in its costly Us magazine, an attrac- 
tive monthly publication that is really 
a showpiece for its plants, products 
and, unfortunately lastly, personnel 


General-ly Speaking, General Tire’s 


prints several 


punning publication, has wide reader- 
ship in its plants, but most employees 
feel it is too overburdened with prop- 
aganda and politics 

These days, education is one thing 
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smart managements are promoting 
An outstanding example is Firestone’s 
policy of footing the bill for employ- 
ees’ night courses at the University 
of Akron 
than 


yeal 


Firestone also offers more 
15 complete scholarships each 
to its workers’ children. Good- 
in Akron 


lecture-discussion 


rich operates an “institute” 


offers 
courses taught by qualified company 


workers 12 


personnel, covering such subjects as 
metallurgy, effective speaking and ac- 
The 


$4 per course. Goodrich’s sound 


counting employee's minimal 
cost 
labor practices and policies do much 
to put it in good favor with workers, 


justly are rated high by the industry 


PUBLIC & COMMUNITY 
RELATIONS 

“Ir you sold it well enough,” one tire- 
maker told Forses, “a customer would 





U.S. RUBBER’S HUMPHREYS: 


his dollars are bright with breakdown 


neck.” No 
tiremaker has so endeared him- 
But most do 
a good energetic job in creating un- 


wear a tire around his 
US 
self to the public as yet 
derstanding in their various publics 

In the shower of news releases from 
Big Fou U.S. Rubber 
leads in quantity, Goodrich, Firestone 


To te!l the 


Firestone last 


tiremakers, 


and Goodyear in quality 
rubber story in schools 

year provided teachers with booklets 
on rubber and an instruction guide 


Goodrich, however, outdid its com- 
petitor, gave schools five easy-to-read 
books that 


rubber but also driving and highway 


comic explain not only 


safety, team spirit and America’s 
competitive enterprise system 
When it came to making movies 


Firestone laggard, offered 


schools, clubs and churches ten free 


was no 


films. During the year some 2.3 mil- 
lion persons viewed 32,500 of these 
115 


filn howings, while millions more 
watched them over 1000 TV stations 
As if that weren't enough, Firestone 


roving speakers before 
10.000 members of 4-H and agricul- 


also sent two 


tural groups 


{ 


In an effort to increase its already 


good com! inity company spirit, U S 
Rubber: 


branch onto its public 


tagged a community relations 


relations de- 


partment, gave the new manager free 
reign to rove around to its plants as 
a sort of “fix-it” for community prob- 
lems and projects Evidence of US 
Rubber: goodwill sincerity: a new 
series of local newspaper ads that 


salute important plant employees and 


local citizens 


STOCKHOLDER RELATIONS 


In April, U.S. Rubber President Har- 
ry Humphreys prepared stockholders 
for the rough and tumble year ahead, 
told them at 
“We reviewed our whole organization 


their annual meeting 


to put it on a basis to produce a 


reasonable profit on lower sales vol- 
ume and in the face of more severe 


stockhold- 


reasonable” 


competition.” Forwarned, 


ers envisioned only 


(i.e., lower) dividends Instead they 


found dividend envelopes as fat as 


ever at the end of a year full of skid 


marks 

U.S. Rubber’s percentage payout of 
common dividends led the Big Four, 
was topped only by General Tire’s 


In 1953 
41% of its net 
Goodrich’'s 34 

and Goodyear's 30 


the time 


Tire's payout was 
U.S. Rubber’s 38%, 
, trailed by 


General 


Firestone’s 
And last 


vorn pattern was just about 


yeal 


the same 
ston kholdet 


Rubber gave 


Pacing the industry in 
relations, U.S 
holders an 
report bright with breakdown on each 
text 
photos 


share 


attractive 32-page annual 


dollar earned plu a readable 


and clear-cut and 


graphs 

Goodyear's good-looking report neat 

ly matched that of U.S. Rubber 
Goodrict austere but 


Like its 


annual Wil 


information-packed payout 


pages and financial details in the Fire 
stone annual were skimpy For ex 
ample, earnings were presented only 
as far back as 1949, as compared with 
U.S. Rubbe1 20-year review 
Divulging little information, Gen 
eral Tire filled its thick report with 


only a bare minimum of financial 


data and a dozen lines of vague copy 


beneath page-filling company 


photo 
graphs and illustration 


Handsome 


t publication of the yeat 


Firestone Pioneer and Pacemaker. a 
story of its growth, highlighting fo: 
stockholde1 the three P’s-—-plants 


product personnel—but not how its 


dollars came in or went out over the 


years 











OFFICE 


MACHINES 


Late in 1953, an ebullient Wall 
Streeter predicted that in 1954 the 
office machine makers would ring 
up me records in sales and earn 
ing Actually since their sale: 
closely parallel the ups and downs of 
the economy as a whole (see chart) 
they wound up the year keeping time 
to a much less lively tune. Nor did a 
decline in military billings help 
Although they shattered no sales 
records, the office equipment makers 


did relatively well—but not without 
strain juyer resistance stiffened 
Hence their tactical situation called 


for hard selling and plenty of it, which 
in turn meant increased promotional! 


activity and in some cases bigger 


trade-in allowances and discounts 


tjecause of increased selling costs 
most of the industry leaders’ nine 
months’ profit margins were down 


This decline further accelerated an in- 
dustry-wide trend that has been pain 
fully evident since 1952, when the of 


fice equipment makers’ profit ratios 


first began to slide 
The 
caugnt in a 


office machine makers are 


not uncommon squeez 
on profits. Labor costs have been con 
stantly expanding, and, in some case 
of the sales 
the office equip 
rather dif 
fident about raising prices. Since V-J 
Day, on office 
price tags have been marked up only 
about 90°) for all 
factured goods 
The fact thai last 


managed to rack up higher sales is a 


chew up as much as 65 
dollar 


ment 


Traditionally 


makers have been 


average equipment 
50%, we manu 
the industry 


year 


tribute to its selling capabilities. It 


was a tough year, a selling year. The 
industry s prime function, of course 
is to help U.S. business reduce its 
white-collar labor costs. In exploiting 


this appeal to the hilt, the office equip 
makers have had the 
ally the great growth of 
corporate paper shuffling. In 1930 office 
workers represented only 4% of th 
US 


ment help of a 


strange 


work ftoree; by the beginning of 


last year the figure had climbed 
to 14’ 

MANAGEMENT 

Bicerst by far of the Big Four office 


makers is International 
Machines. At the beginning 
IBM's total assets stood at 


7 
miiion a 


equipment 
Business 
of last year 
$520.4 


figure almost equal 


to the total asset of the industry's 
next tk large t compan combined 
IBM nualiy does about 25° of the 
inc t total business, from 1949 
to 1953 ng up the industry biggest 

le alt 

IBM Loe a brisk trade in uch 
taple items as electric time recorders 
but the biggest portion of its gross 
core irom the tast-growing account 


tabulating machines market: 









IBM, howeve has not been content T7.J. WATSON & IBM “TRANSLATOR” : 
mere to be swept along in the cur in every language, big potential 
rent; Founder-Chairman Thomas J 
Watson, Sr., focuses maximum effort the present, IBM’s_ rental policy 
on new product development. Last makes for earnings stability in hard 
veal for instance the company times and hence is highly prized 
plowed back a full 3% of its income by Wall Streeters. In 1932, for in- 
into research and development. And stance, when the age of apple vending 
as usual, IBM’s hard-working tech came into full flower and most othe1 
nicians came up with a treasure trove office equipment makers were writh- 
of high profit potential innovations ing in a welter of red ink, IBM earned 
Among them a handsome $9.18 per share. The com- 
e The “702”, latest in a long series pany’s earnings also held up relatively 
of electronic data processing “brains better than those of most of IBM’s 
which President T. J. Watson, J: competition in 1938 and 1949, two 
characterize as having been “de other trouble-studded years 
igned from the ground up” for busi Jecause it has the advantage of 
ne rather than scientific use. The sparing some customers the burden of 
702 will make its market debut early a high initial capital outlay, renting 
this year, has already made a big hit probably opens up some markets for 
according to Watson, among such IBM that it might not otherwise be 
statistic hackled organizations as able to tap. Conversely, however 
banks, insurance companies and pub IBM’s “no sale” policy forces it to tie 
lic utilitic up an enormous amount of cash, not 
® A punch card transmitter that only in its manufacturing operations 
talks” over regular telephone circuit but in its stock of rental machines and 
(at the rate of about 1,000 characters spare parts as well. In 1953, for in- 
i minute) and thus permits almost in stance, for each dollar in its gross 
stantaneous exchange of operating property account, IBM chalked up 
data between such widely separated only 77c in sales. The rest of the Big 
point manulacturing installations Four office machine makers’ ratios 
branch and home offices ranged from a low $2 (Remington 
Both pieces of apparatus, like virtu Rand) to a high of $3.78 (National 
ally i of the brainchildren that Cash) 
pring fullblown from IBM's drawing Thus in order to maintain its head- 
board vill not be sold the y will be long growth IBM nas needed con- 
rent Anti-trust pressure may on stant infusions of new capital. Most 
da the company to give its of these capital needs have been satis- 
cust choice between renting fied internally. Long a proponent of 
in I IBM machines But for the regular stock dividend, between 
Public & 
Labor Community Stockhelder 
Management Relations Relations Relations 
1M (8520.4) 95 90 95 75 
Remington Rand (207.7) 90 85 85 
National Cash (174.9) 90 90 90 85 
Burroughs (134.7) 90 90 85 
he Asset ‘ of December 31, 1953 March 1954 














1949 and 1953 Chairman Watson paid 
out an average of only 37% of earn- 
ings in cash dividends. The balance 
was plowed back into the business. 
Even aided by heavy depreciation 
changes, however, IBM’s cash hold- 
back has not been substantial enough 
to feed its growth requirements. Con- 
sequently, the company has had to go 
outside for still more cash, 

Chairman T. J. Watson is fond of 
referring to IBM as an “institution.” 
Its debt load, however, makes the 
company look more like a utility than 
anything else. At the beginning of last 
year, IBM’s $215 million long-term 
debt stood at a staggering 48% of 
total capitalization. But investors are 
apparently convinced that this is a 
burden that the company will be able 
to handle in any circum- 
stances without breaking stride. And, 
in fact, IBM has a heavy internal cash 
flow. Thus on the Big Board last 
month, IBM was selling at around 33 
times indicated earnings vs 
for the rest of the 
equipment makers 

National Cash Company 
also generates plenty of stock market 
favor, despite the dip in its 
month and pretax profit 
Actually, the company’s gross, 
according to President Stanley Allyn, 
fell off not because its 
markets (which 
50% of sales) suddenly slammed shut, 
but rather because of slackened de- 
fense billings. In the first three quar- 
1953, these totaled about $25 
13% of sales, vs. 6% of 
year. But as if by way of 
compensation, at the three-quarters 
mark National Cash’s commercial 
sales had hit an all-time high 


economic 


19 times 
Big Four office 


Register 


nine- 
sales mar- 
gins 
cash register 


account for about 


ters of 
million, or 
sales last 


Much of this gain was provided by 
the company’s accounting and book- 
keeping machines, which bring in al- 
most 40% of gross and are the fastest- 
growing segment of its product line 
President Allyn thinks that one day 
his accounting machines will bring in 
the lion’s share of his sales 

The type of cash 
drawer and bell register still brings 
in a good share of National Cash’s 
gross. But President Allyn, who in 
1953 pumped about 1.5% of sales into 
research and development, has missed 
no bets in up-grading his cash regis- 
ter. More and more the cash register 
is evolving into a complex accounting 
machine designed for specific uses, a 
process which nudges National Cash 
further into the industry's main 
growth stream. According to Allyn, 
one out of every 12 National Cash 
employees, in one way or another, is 
engaged in product development 
work 


more simple 


Apparently they have been working 
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SALES REGISTER 


1949 1950 1951 


hard. New 


troduced since 1950 rang up about 30% 


cash register models in- 
of the company’s sales in 1952, almost 
45 in 1953 and probably an even 
higher percentage last yea 


National 1954 
babies” was a highly “intelligent” cash 


Among 
Cash's crop of “new 
register that not only computes item 
by item exactly what a customer owes 


should 


Jecause the machine elim 


but also how much change he 
get back 
inates the hasty and sometimes erro- 
neous mental gymnastics that ensue at 
when a cus 
tenders a $20 bill for $3.37 
Allyn thinks that 
it has a great future in supermarkets 
To keep this kind of produc t coming 
off the drawing boards, Allyn last year 
increased hj 
by $1.5 million 
was 


a busy checkout booth 
tomer 


worth of groceries 


research expenditures 
Most of this increase 
written off to electronic 


puters, in which National Cash picked 


com- 


REMINGTON RAND’S UNIVAC: 
for profits, a calculated boost 
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1952 1953 1954 


take when it 


Research 


up a two years ago 


acquired the Computer 
Hawthorne, Calif 
Prudently, National Cash has steered 
clear of the 
IBM 


t lien 


Corp. of 


business 
Rand 


Instead it has concen 


great brains 


on which and Remington 
have af 
trated on tailoring smaller 
for the a 
Mair 


ket to which 


computers 
erage business up and 
dow! Street Th is the mar 
most of its cash registers 
ticketed and the one 


National 


have Lonny peer 


whose peculiar problems 
Cash best knows 
A ery 


com 


electroni 
Rand, 
stable of 


brain has 


much in the 
ite busine Remington 
with it Univac and a full 


smaller electronic been 
king 
Actually, 


Remington 


giving the industry electronic 
pin IBM a run for it 
the growing 
Rand's computer busine: 
of the reasons why it 
Four, was able to 


its pretax 


money 
trength of 

may be one 
alone of the Big 
boost significantly 
first 
But 
alluring the continued growth 
computer line, Rem 
Rand is still nonetheless 
committed to the far 
which 


about 50 per 


profit margin in the 
six month of thi fiscal year 
however! 
prospects for its 
ington 
heavily less dy 
nami typewritel probably 
accounts [tor 
gros 


The writing machine” is 


cent of its 


the slow 
est growing item in the office equip 


ment industry sales 
1950 to 1953, fo 


factured 


catalog. From 
instance, the manu 
value of all typewriters, 
according to the Census Bureau, in- 
creased only 16 vs. 40% for all of 
Although typewriter 
values tightened 
1953, Rem Rand 


managed to get through its fiscal year 


fice machines 


markets and resale 


up consid ably in 
ended on March 31 in good shape. Its 
sales dropped only 4°, to $225 million 
and did so 


fall off in Go 


because of a 


vernment billings. More- 


primarily 

















AMERICAN NATURAL GAS COMPANY 


A NEW JERSEY CORPORATION 


MICHIGAN CONSOLIDATED GAS COMPANY 
MILWAUKEE GAS LIGHT 
MICHIGAN WISCONSIN PIPE 


COMPANY 
LINE COMPANY 





AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBU- 
TION SYSTEM SERVING A MILLION CUSTOMERS IN MICH- 
IGAN AND WISCONSIN AFTER MORE THAN HALF 
A CENTURY OF SUCCESSFUL OPERATION, 

















ON THE WATERFRONT 


THE LONG GRAY LINE 
THE MAN FROM LARAMIE 
_»!/_MY SISTER EILEEN 





COLUMBIA 
PICTURES CORPORATION 


General Offices: 729 Seventh Ave. 
New York 19, N.Y. 


Studio: Columbie Squere 
Hollywood 28, Calif. 


118 











over, its drop in pretax profit mar- 
gins for fiscal 1954, from 10.4% to 
9.6%, was relatively small. President 
James Rand also points out that his 
company’s margins were pinched by 
a 13-week strike and currency de- 
valuations in Mexico and Brazil 

Remington Rand, however, is not 
nearly as dependent on the typewriter 
as it once was, and as its computer 
business continues to expand, it will 
become less so. Intent on diversifica- 
tion, Jim Rand has also managed to 
expand his once tenuous foothold in 
the punch card accounting machine 
business, despite stiff 
from IBM 

Jim Rand has not had an easy time 
doing so, however, a fact of which 
Burroughs’ John Coleman is well 
Hence, to avoid direct com- 
petition with IBM, Burroughs Corp 
has slanted the growing output of its 
electronic computer division toward 
“miniatures.” Though also in the 
“big brain” business, the company 
plans to specialize in the junior-sized 
variety that sells for around $30,000. 
Necessarily, of course, such com- 
puters can only conjure with smaller 
amounts of information, but they 
nonetheless give Burroughs a broad 
market to shoot at. 

Burroughs has changed its name 
from the Burroughs Adding Machine 
Co. to simply the Burroughs Corp. to 
emphasize the major importance of 
President John Coleman’s move into 
electronics. But the standard adding 
machine still spreads most of the 
sales butter on the company’s bread. 

Like everyone else in the adding 
machine field, Burroughs has had to 
fight off an influx of low cost foreign 
made models, but seems to have lost 
no earnings headway in doing so. For 
at last year’s nine-months’ mark, 
thanks largely to a continued high 
level of defense billings, Burroughs 
sales had risen about 8% to $1263 
million. Although the company’s profit 
margins slipped from 11.8% to 9.9%. 
it was due primarily to a $1.7 million 
increase in research and develop- 
ment costs, most of which was chan- 
neled into electronics projects 

President John Coleman further 
broadened his stake in electronics by 
putting $3 million into a new research 
center at Paoli, Pa. Then, in order to 
get the kind of specialized manufac- 
turing facilities that Burroughs needs 
for production of “new type” vacuum 
tubes and other computer components, 
Coleman last year bought up a small- 
ish Plainfield, N.J. electronics parts 
maker. 


competition 


aware 


Coleman, however, did not focus 
all of his profit-building efforts on 
electronics. He also came up with two 
new machines that gave Burroughs 


Forbes 


a 








yet another leg up out of its tradition- 
al, but relatively slow-paced, adding 
machine business, and into faster- 
moving punch card and accounting 
machine markets. 

Among these was the “Series G,” a 
high speed printing and accounting 
machine capable of recording 53,000 
characters a minute, a speed which 
seems dynamic enough to make Cole- { y 
man’s characterization of the machine | ‘ one ° 
as a “definite step into the punched ate Philip Morris & Co. Ltd. Inc. 
card field” something of an under- 
statement. Burroughs also came to 
market with the “Sensimatic” ac- CUMULATIVE PREFERRED STOCK COMMON STOCK ($5.00 Par) 
counting machine, which produces an The regular quarterly dividends A regular quarterly dividend of 
automatically punched tape for use in of $1.00 per share on the 4% $0.75 per share has been de 
preparing tabulating cards. By thus Series and $0.975 per share on clared payable January 17, 1955 
diversifying, John Coleman has a the 3.90% Series have been de- to holders of record at the close 
foot into the punch card machine field, clared payable February 1, 1955 of business on January 3, 1955 
but he still has plenty of fierce com- to holders of record at the close L. G. HANSON, Treasurer 
petition to overcome. of business on January 15, 1955. New York, N.Y December 15, 1954 

Coleman has apparently already 
girded himself for this struggle by 
greatly expanding his sales staff. With 
foreign earnings up last year partly 
as a result of this expansion, sales- 
minded Coleman could reflect on the 
truth of his favorite aphorism: “The 


cs 
key to bigger profits is harder selling.” i: <2 
a 











LABOR AND COMMUNITY | —— SA 
RELATIONS ie! Se 


In the office equipment industry, labor | SKILLERM’S DRUG STORES PROFIT SHARING PLAN 
is the key cost. Most workers are Skillern’s Profit Sharing Pian was established in 1943, designed to offer more incentive 


P for long and continuous service and to provide additional security to all employees 
pretty well paid. On better than av- The Pian sets up a Trust Fund availabie to all employees who have completed five years 
erage hourly and piece rates, IBM of continuous service and have reached 30 years of age. it costs the employees noth 


- ing, as Skillern’s contributes the entire amount from its annual income 
Burroughs and National Cash su- Philip Morris shares are included in the stocks presently held in the Profit Sharing 


perimpose liberal fringe benefits and Pian portfolio, which also contains bonds and miscellaneous investments 
so keep workers quite content. 
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Your windows 
on the Park 


Pacing the city’s only 
private park, your room or 
suite enjoys restful seclusion, 
though you are in the midst 
of all the glamorous midtown 
centers of art, business, the- 
atrical, shopping and social 
life. Ask for Booklet “F”. 


Charlies W. Schwefel, Owner-Mgr 


HOTEL 
Gramercy Park 


Lexington Ave. at 21st St. 
NEW YORK, N. Y. 





Among other sweeteners, IBM's 
workers get a paid-un $1,000 life in- 
surance policy at the end of one 
month's service. After ten and 25 
years of continuous service the policy 
builds up to $20,000 and $25,000. IBM 
workers also rate three weeks’ vaca- 
tion with pay after ten years of serv- 
ice, full pay for time lost through 
sickness (normally up to six months, 
and frequently more) and disability, 
plus liberal retirement benefits. IBM 
also maintains magnificent recreation 
centers for its workers, with facilities 
ranging from golf courses to ping- 
pong and chess sets. IBM's turnover 
rate is quite low and more than 65% 
of its workers been with the 
company for ten years or more. In 
Endicott Poughkeepsie, N.Y., 
where its main plants are located, 
IBM works just as hard at keeping 
close to the community as it does to 
its employees 

Like IBM, National Cash boasts a 
very sizable quarter-century club 
15% of its employees have been with 
the company for 


have 


and 


25 years or more 


National Cash also maintains a raft of 


recreational facilities for its workers 
and at no little cost. Last spring, for 
instance, the NC Employees Benefit 
Association took over a new club lay- 
out which cost National Cash 
than $2 million. National has strong 


more 


There is tremendous business- building power in a well 
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is the simplicity with which 


we present each client's story to the investment opinion 


Successful 


If you would like to see 


makers across the country 


how your company can be 


beneficially helped by our organization, write or call 


Stockholder 


Relations 
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The value of FORBES Magazine to the 
advertiser is based upon its essential 


value to the reader 














es) 


mor tram aelrne easetbGiana macht 


cae 


Eg eS a 


ties to Dayton, Ohio, where its main 
plant is located, and helps to keep 
them intact by way of the educational 
and charitable activities of the NCR 
Foundation, which was set up two 
years ago with a capitalization of 
$850,000. 

Far more conservative than either 
National Cash or IBM when it comes 
to fringe benefits, Remington Rand in 
recent years has come to rely more 
heavily on labor relations expertise 
than formerly. Neither National Cash 
nor IBM are organized, and they have 
never been struck. Remington Rand, 
or the other hand, has to deal with 
several unions and has faced its share 
of picket lines. Remington Rand's 
President Jim Rand, however, ascribes 
his greater stress on better employee 
communications not to any particular 
change in philosophy but rather to the 
hard realities of labor shortages 


STOCKHOLDER RELATIONS 
ESSENTIALLY, the office equipment 
makers are merchandisers. But when 
it comes to selling stockholders, espe- 
cially in the annual report, not all of 
them come up to snuff, and this in- 
cludes even IBM, the industry's top 
salesman 

T. J. Watson, Sr. and Jr. invariably 
draw a good crowd at their annual 
meetings and preside over them with 
a fine blend of dignity, courtesy and 
willingness to please. These qualities, 
however, are not reflected in IBM's 
report. The body of its 
most recent effort, seven pages of solid 
almost unrelieved type, was clogged 
with figures that might better have 
been boxed, charted or graphed. In 
addition, like all of the Big Four of- 
fice equipment makers save only 
Remington Rand, IBM failed to break 
down its costs in terms of the sales 
dollar and thus tell stockholders 
exactly where their money is going. 

Burroughs, Remington Rand 
National Cash made a quite sub- 
stantial attempt to give  stock- 
holders the kind of information that is 
their due. In addition to ten-year earn- 
ings comparisons, Remington Rand 
and National Cash offered meaningful 
summary pages. All three companies 
took pains to explain their declining 
profit margins. 

John Coleman also deserves credit 
for sending a recapitulation of Bur- 
roughs’ annual meeting on to share- 
holders. Though a little heavy on the 
product publicity side and lacking 
whatever questions that shareowners 
might have raised at the meeting, the 
eight-page booklet included Coleman's 
message to stockholders in toto, also 
included a wrap-up on first-quarter 
earnings results. 


annual 


and 


Forbes 


ir 








ALUMINUM 


For the past two years, U.S. alumi- 


num-makers have been outpacing their 


non-ferrous competitors at an as- 
tounding rate. At so fast a rate, in 
fact, that last year aluminum output 
once more exceeded the entire com- 
bined production* of copper, lead and 
zinc. Production was so great that the 
Office of Defense Mobilization decided 
that the economy did not need the ad- 
ditional 200,000 tons of aluminum 
capacity it had planned for the in- 
dustry’s third round of expansion 
Canadian aluminum supply, the ar- 
gument went, was “substantially 
above” expectations. Moreover, large 
purchases had bolstered the nation’s 
stockpile of aluminum. The ODM 
also admitted that it had miscalculated 
probable wartime needs 

The year brought the industry to an 
important turning point in its meteoric 
career. In August, Canada’s Alum- 
inium, Ltd. put into operation the first 
potline at Kitimat. That created the 
necessity for a basic decision: should 
American aluminum producers con- 
tinue te build new facilities for pro- 
duction of primary aluminum? Or 
should they instead buy Aluminium’s 
cheap and plentiful raw metal and 
concentrate on fabrication? It was a 
difficult that not only the 
producers but the nation itself would 
have to make. But Kitimat, in any 
case, has already begun to effect a 
major change in U.S. aluminum com- 
petition 

Throughout the year, the aluminum 
producers shattered old 
the third quarter they poured out 
371,600 tons of primary aluminum, an 
alltime high. This brought the total 
for nine months to 1.1 million tons, a 
bare 150,000 tons short of the entire 
amount smelted in 1953. About 90°; 
of the year’s total output of 2.9 billion 
pounds went straight to civilian mar- 
kets. It was all the more remarkable 
because it was done in the 
heavy customer inventories 

To spur new construction 
their metal, aluminum producers 
toned down the metal’s gray gleam, 
turned out sheets in soft anodized 
hues, or with fluting, embossing and 
porcelainizing. Alcoa’s President Irv- 
ing Wilson felt that his company was 
responsible for a good part of the 
changeover to aluminum. “Our new 
skyscraper in Pittsburgh,” said he 
“began a trend. More than 70 major 
projects with exterior aluminum fac- 
ings are under construction or on the 
drawing boards.” 


decision 


records In 


face of 


uses of 


*On a volumetric basis. 
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Wilson and the other aluminum 
producers could also be encouraged 
by another important fact. As yet, 
they have barely begun to scratch the 
potential market for their products 
Aluminum still accounted 
about 1% of the total 
metals used by U.S 


MANAGEMENT 
For the 


producers 


for only 
tonnage of 


manufacturers 


nation’s domestic aluminum 
Alcoa, Reynolds and Kais 
er—1954 was a year where salesman 
ship counted more than production. As 
Aluminum Corp.’s President Wilson 
phrased it, the big problem was to get 
“civilian outlets and markets 
to take up the slack of declining de 
fense orders, and to absorb the great- 
ly expanded production of new alu 
minum smelting facilities built as a 
result of the outbreak of the Korean 
War.” 

This, as aluminum men discovered 
was no task, and there was a 
price to pay for accomplishing it. Al- 
coa, the towering giant of the alumi 
num industry, is a good example. It 
turned in a lightweight earnings rr 
port for the first three quarters which 
showed sales down 4°, to $523 million 
net down 23% to $30.8 million, still 
more than the combined earnings of 


sales 


easy 


REGULAR STEPS UP 


North American Aluminum Production. 


1950 1951 1952 1953 1954 


Reynolds and Kaiser. The biggest 
drop, however, came in Alcoa's profit 
margin, which fell from 18% to 11.9% 

Determined to business, 
Alcoa's Wilson 
tomer services all along the line 
took Alcoa's 9,000 

teletype network and 
routing aluminum orders 
The 
placed his order for aluminum, Alcoa 
tell 


ordet wa 


win new 


streamlined his cus 


For 
example, he mile 
intracompany 
put it to use 


to plants day after a customer 


could him 


his 
sand when he could expect 


precisely where 


shinme nt 

Alcoa also rounded off its $360 mil- 
lion expansion program. It opened o1 
different that 


produced everything from aluminum 


expanded nine plants 


sheet to nails. But the most significant 


boost was given to production of 


aluminum building and 


of Alcoa S 


materials 
panels, which consume 20% 
primary 

All this expansion meant going into 
the market money, and Wil 
on got it. Aleoa put up $100 million 
in debentures the 
that it 
successfully. In a 
day's trading, however 


sold 
left agog over the 


output 


for new 


for sale, 


Wall 


done 


despite 


clucking from Streeters 


couldn't be 


the debentures 


out and Canyon 


skeptics were 
perfect” issue that 


went (at par for 3%) neither too fast 
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nor too slow. Promptly writing out a 
check for $75 million the day after 
the sale, Wilson paid off a loan made 
by the Mellon National Bank and 
Trust Company in March. This feat 
was all the more impressive since it 
came on the heels of a similar $125 
million debenture issue sold in 1952 

The year’s biggest news came from 
Canada, when Aluminium, Ltd.” put 
into operation its new Kitimat plant in 
British Columbia’s Coast Mountains. 
By the time Kitimat operates at full 


555,000 ton capacity, it will not only 
smelt more aluminum than all Alu- 


minium’s four other plants combined, 
but will equal Alcoa’s and Reynolds’ 
total combined aluminum output 

Aluminium’'s growth, however, has 
not come cheaply. To date, the com- 
pany has spent about $435 million in 
the Canadian wilderness. In the course 
of development, company engineers 
turned a river around and sent it 
coursing through a ten-mile tunnel 
blasted into a mountain. From there 
the water was directed downward 
more than half a mile to spin turbine 
blades of the world’s largest private 
hydroelectric station which, at peak 
power, will supply the Kitimat smelt- 
er (50 miles away) with 1.7 million 
kilowatts of electricity 

President Nathanael V. Davis counts 
on U.S. producers to buy a major 
share of Aluminium’s mounting pro- 
duction. “To a large extent,” he says, 
“the Kitimat project in British Co- 
lumbia was designed to meet, in part, 
the requirements of the United 
States,” 

Since Canadian industry requires 
only about 100,000 tons of aluminum 
metal a year, in 1954 Davis sold about 
44°, of his 660,000 tons production to 
U.S. fabricators and 34° to Great Brit- 
ain. The percentage will run higher as 
Kitimat gets further into production. 

Aluminium in 1953 boasted the in- 
dustry's largest profit margin, 32.8%, 
some ten points higher than Alcoa's. 
However, in other departments, 
Aluminium is not much of a match 
for Alcoa, For example it earned only 
22%, on its net plant investment vs. 
32% for Alcoa in the year’s first nine 
months. Moreover, since Aluminium 
is mainly a producer of primary alu- 
minum, and does little fabricating, its 
ratio of sales to fixed capital is rela- 
tively low. For every $100 of plant, 
Aluminium takes in $66, Reynolds’, 
$107 and Alcoa, $130. 

In the first nine months, Alu- 
minium's sales dropped slightly, to 
$240 million. Net, at $14.6 million, was 
just an edge over 1953's $14.1 million. 
Its profit margin worked out to 14%, 


*Through its principal operating sub- 
sidiary, Aluminum Company of Canada, 
Ltd., once owned by Alcoa. 


roughly the same as last year’s. After 
Kitimat came into production, Alu- 
minium decided to boost Kitimat’s ca- 
pacity 60,000 tons, to 151,500 
tons, year. To help finance the 
Aluminium planned a sale 
of stock to bring in $40 million 

With expansion pro- 
gram virtually complete, Davis hopes 
that “for the first time in three to 
four years our treasury should watch 
the welcome sight of cash flowing in- 
wards rather than outwards.” If pro- 


some 
next 


increase 


Aluminium’s 


duction and sales come up to Davis’ 
estimates, he thinks it is possible to 
retire Aluminium’s entire debt in the 
next few As a starter, last No- 
vember the company redeemed some 
$6.25 million of its $90 million 3% 
debentures due in 1970. Says Davis 
“this voluntary redemption is, I 
feel, indicative of the company’s at- 
titude towards debt 


Last year 


years 


retirement.” 
Reynolds 
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Metals, the U.S.’s second largest alu- 
minum producer, turned out 28% of 
the nation’s primary aluminum. Orig- 
inally a Reynolds began 
aluminum when 
its mills could not get sufficient in- 
gots from Alcoa. Ambitious Samuel 
Reynolds, Sr., hocked his 18 fabricat- 
ing plants to the RFC for a $15.8 mil- 
lion loan and plunged into aluminum 
making. Besides expanding, Reynolds 
did shopping, and in 
1949 bought up three plants for $57 
million, that Alcoa had originally built 
for the government at 
that price 

This has put Reynolds in a favor- 
able position. Whenever the alumi- 
num market becomes glutted with pri- 
mary production, Reynolds turns to 
its fabricating mills and starts press- 
ing the lightweight metal into con- 
sumer goods—from Reynolds Wrap, 


fabricator, 


producing its own 


some shrewd 


three times 
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the housewives’ favorite kitchen aid, 
to labels and packaging foil. But 
heavy promotion of the wrap and foil 
products generally keeps Reynolds’ 


profit margin lagging behind those 
of its competitors. In 1954’s first 9 
months, however, Reynolds’ profit 


margin was 12.5%, while Alcoa’s had 
dropped to 11.9%. Reynolds’ profit 
margin in 1953 had been 14.7%. The 
company has a handy cushion in a 
five-year contract to sell the govern- 
ment 190,000 tons of aluminum a year 


at prevailing market prices. In the 
year's second quarter, Reynolds 
poured a record tonnage into the 


aluminum stockpile and showed a 6% 
year-to-year sales gain. By the end 
of the third quarter, sales had reached 
$221.2 million, a $3.6 million increase. 
But net slipped 5.7% to $14.8 million 
and Reynolds’ profit also slid down. 
Last year, Reynolds completed the 
$200 million program it 
had begun in late 1950, a program that 
has doubled its aluminum capacity to 
414,000 tons. Since Reynolds is now 
tapering off its expansion, and is writ- 
ing off its plants slower than it might 
under the government’s five-year tax 
write-off plan, earnings reflect rela- 
tively less amortization cost than Al- 
coa’s do. Alcoa, on the other hand, 
increased the amount going into de- 
preciation in the first nine months 
from $23.6 million to $32.7 million 
Like most aluminum-makers, last 
year President Richard Reynolds, Jr. 
searched for new markets. He found 
one in the home craftsmen and hobby- 
ist, and published a free book showing 
them how to make Reynolds “do-it- 
yourself” aluminum into 132 different 
projects—from a window screen to a 
calf feeder. Sold in 12,000 hardware 
stores, lumber yards and building ma- 
terials outlets around the nation, Reyn- 
olds’ “do-it-yourself” metal has been 
rapidly moving off the shelves ever 
since its introduction late in 1953. 
Reynolds also made plans to join 
forces with W. R. Grace & Co. and a 
Latin American industrialist to man- 
ufacture aluminum sheet, foil and 
fabricated products in Columbia. 
Not slighting government business, 
the company landed a $5 million Navy 
contract to “sculpture” solid alumi- 
num plates into tough one-piece wing 
panels and airplane ribs. Since the 
operation usually “wastes” much 
metal (90% of the plate is trimmed 
off and usually must be shipped to 
distant plants for remelting), Reyn- 
olds showed the Navy that it made 
good sense to place the government's 
forming and shaping machines right 
in its McCook, Ill., and Phoenix, Ariz. 
plate-making plants, let it do the 
complete job there 
Kaiser continued to concentrate on 


expansion 
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large-scale industrial markets for alu- 
minum. At the close of its fiscal year 
in May, Kaiser posted sales of $226.6 
million, 24% higher than the year be- 
fore. Net after taxes climbed 19° to 
$14 million. 

The increase continued on into the 
present fiscal year. At the close of the 
first quarter in August, sales reached 
$61.4 million, a 10% year-to-year 
rise. Most sensational, however, was 
Kaiser’s net, which hit $5.3 million, 
a 50% boost from the year before 

Like the aggressive industrialist he 
is, Henry J. Kaiser is out to get bigger 
and better production. Last year he 
spent $27 million to raise alumina 
production at his Baton Rouge, La., 
plant to 800,000 tons. At mid-year, 
the capacity of his Chalmette, La., 
reduction plant, the nation’s largest, 
and two Washington plants, reached 
408,000 tons, produced 27°, of the na- 
tion’s aluminum output. To boost ca- 
pacity still more, Kaiser began build- 
ing a 200,000-ton plant in New Orle- 
ans. At the same time, he started 
putting up a mill at Ravenswood, 
W. Va., to roll out some 250 million 
pounds of sheet and foil a year. This 
new plant will bring his mill products 
closer to major metal-using industries 
in the East. 

Like most producers, Kaiser would 
like to see more aluminum 
manufactured goods. To this end, it 
works directly with customers on 
their problems, offers machine build- 
ers “cooperative engineering” to help 
them develop new machines for alu- 
minum fabrication. 

The year had some pitfalls for 
Kaiser, too. It lost a contract to op- 
erate a $15 million extrusion plant it 
had built for the Air Force at Hale- 
thorpe, Md. “We're not dissatisfied 
with anybody,” explained Air Secre- 


used in 
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tary Harold Talbot, “we just want a 
firm operating those presses that will 
do the best job for the program.” 
Kaiser's likeliest successor: Harvey 
Aluminum, now building presses that 
will make it the largest forging opera- 
tor in the West. 

But Kaiser was not bogged down by 
last year’s misses; as usual, he had his 
eye firmly on the future. “Today’s 
market for aluminum is increasing,” 
he claims, “both in size and diversifi- 
cation, and aluminum is being speci- 
fied for new products by manufactur- 
ers who never before used it.” For 
one thing, Kaiser would like to see 
Detroit put more than the present 114% 
pounds of aluminum into the average 
car, Add one more pound to the five 
million cars produced each year and 
there would be a new 
market for aluminum, the influence of 
which would be felt clear back to the 
mines 

In another direction, ubiquitous 
Kaiser would also like to build a plant 
in Argentina to turn out aluminum 
“We feel,” 
spokesman says, “that the 
aluminum engine is the engine of the 
future 


tremendous 


engines definitely one 


company 


We have been working with 
it for the past six or eight years and 
have developed an engine that has 


been tested in a vehicle in our 


plant.” 


own 


While making aluminum is usually 
a profitable business 
not entirely clear of 
ficulties 


the industry is 
dif- 
All the domestic producers 
against a 1958 
tax write-offs 


monetary 


are racing 
when fast run out on 
their new, government-induced con- 
struction. By then, for instance, Rich- 
ard Reynolds hopes to trim his funded 
debt by a third, 
1962. Alcoa write off 
75° of its new plant, some $150 mil- 
lion 


deadline, 


repay the rest by 


about nlans to 


worth, in the next three years 
Following the same accelerated pat- 
terns, Kaiser also 
pay for its $164 million expansion 
debt by the time the tax-free period 
runs out 

The industry’s debt 
averages 60% of net 
frighten many a 
nessman.* But 


plans largely to 


which 
would 


load, 
assets, 
hard-headed 
aluminum 


busi = 


men have 


been able to amortize their new plants 


quickly and most producers are using 
large amounts of cash to pay them 
off. But they do so at the expense of 
reported net income. But once the 
plants are written off, they will have 
increased earning power 

As usual, electricity was one of the 
industry's largest expenses last year 
Ten kwh are needed to make one 
pound of aluminum, and one ton of 
the metal requires enough electricity 


*Alcoa’s is 48%, Aluminium’s 
Reynolds’ and Kaiser's 67%. 


54%, 
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a march to Detroit? 


to light an average house for a gen- 
Since the kwh 
averages about Il smelt- 


eration cost of one 
the cost of 
ing the metal from alumina adds up to 
1952, it 
cost Alcoa approximately 10c to make 


Rey nolds l lc, 


This cost has risen 


a gigantic expense. Thus in 


a pound of aluminum 
Kaiset 


since 


nearly 15¢ 
and last year with a pay boost 
to labor and othe 


make ; 


expenses, alumi- 
their metal 
to 22.2¢ 


power at 


num increased 
price 7 
In the 


low el! 


per ingot pound 
search for more 


costs, Kaiser has turned to 
natural gas to spin electric generators 
at it Chalmette 
Reynolds 


smelter 


and SO) have 
their 


Alcoa once ow ned 


plant 

and Alcoa at 
Whereas 
today 


Texas 


its own power it buys 75% of 


it from private and government utility 
comoanies 


While the U.S 


pinched 


aluminum produc- 
are po VCT 


both in price 


and supply, Canada offers electricity 


in abundance. Therefore, some pro 


have cast 
ward. First to be 
Al Ua 


a Skagway 


ducers eager eyes north- 


disillusioned was 
which had made plans to build 


Alaska 


Canadian 


smelter and use 
lakes to 


generators 


nearby turn its 


The Do- 


thumbs 


hvdroele« tri 


minion government turned 


down on the idea, wanted plants lo 
cated in Canada if its waterways were 
to be used at all 

Reynolds’ 
cheap Canadian power also dimmed 
Following talks with Ventures, Ltd.. 
Reynolds decided that the $212.8 mil- 
lion to build an 800,000 hp 
generating Yukon 
River Kai- 
ser too met with ill luck in a plan to 
River waterpower, 
through a dam on the Dominion’s ter- 
to boost the U.S.’s Bonneville 


Last year hopes for 


project 


plant neat the 


was too rich for its blood 
use Columbia 


ritory 








power output by some 300,000 kwh. 
Kaiser proposed to supply Canada 
with 20% of the extra outnut, give 
Bonneville 40% and keep 40% for its 
own use. Canadians, who have little 
interest in helping a US. company 
compete with Aluminum’s operations, 
turned it down 

Aluminum, meanwhile, is sitting 
pretty. Since its electricity cost is less 
than 1 mill per kwh, it can make a 
pound of aluminum with only about 
1% cents worth of power. “As a 
hungry user of electrical energy,” says 
Aluminum’'s Davis, the “Aluminum 
industry simply cannot compete for 
power with industry or domestic users 
and still go on selling its metal at a 
low price—as it must do if the use 
of aluminum is to be continually ex- 
panded,” 

Davis would like to see US. pro- 
ducers concentrate on fabrication, 
while he supplies their ingot needs. 
Since fabrication nets aluminum men 
roughly twice the profit they make 
on primary metal, Aluminium’s plan 
has a kind of logic. Employment, 
Davis also claims, would be increased. 
A smelter consumes 62,000 hp of elec- 
tricity and employs less than 200 
men, while a fabricating plant re- 
quires only 500 hp to operate and 
affords employment to 800 men. “It 
is in the best interests of the United 
States,” Davis argues, “to regard Can- 
ada as a natural source of part of its 
aluminum requirements.” 

Aluminum is already contracted 
to supply Alcoa and Kaiser with 786,- 
000 tons of metal during the next six 
years and 110,000 tons annually to in- 
dependent U.S. fabricators. A notice- 
able omission: Reynolds, who views 
the idea with disfavor. Actually, all 
U.S. aluminum producers are unrec- 
onciled to the idea of letting Alumin- 
um carry the ball from here on out 
in primary metal expansion. 

“To keep the price down over a 
period of time,” says Davis, “it is ab- 
solutely necessary to turn to the low- 
est source of power. It is this simple 
philosophy which has dictated much 
of our expansion plans. We believe 
that it is sound and therefore we be- 
lieve it will prevail in spite of spas- 
modic agitation for a maintenance or 
increase in the U.S. duty on alu- 
minum.” 

Kitimat's shadow looms on the hori- 
zon at a time when the immediate 
world market for aluminum faces no 
shortages. To operate economically, 
the giant smelter must produce about 
300,000 tons of aluminum a year. But 
some industry pundits believe that the 
big U.S. market, which Kitimat was 
built to supply, is already softening 
and that by 1957 it may be flooded 
with a domestic surplus of 200,000 


tons of primary aluminum 

Over the 
minum use undoubtedly will see spec- 
tacular growth. Some experts predict 
that the use of aluminum may double 
in the next decade, triple by 1970 
“Ten years from now,” says one, “the 


ingots. 
long term, however, alu- 


building industry alone may require 
aluminum as was used for 
all purposes in 1953.” Whatever clouds 
there were in 1954, they all seemed 
to have an aluminum lining. 


as much 


LABOR RELATIONS 


Frew match the labor 
record of the nation’s Big Three do- 


industries can 


mestic aluminum producers. Alcoa 
and Kaiser lost no man-hours in 
strikes last year. Reynolds experi- 


walk-off at a few of 
its 30 plants, which netted workers 
a five cent hourly wage hike and ex- 
Other 
companies granted the same increase 
too, but with less difficulty. The in- 
dustry’s 90,500 workers, unionized 
mainly by the CIO United Steelwork- 
ers and the AF of L Aluminum Inter- 
national, get the wage 
won by the steel workers 
Although the brief incident at Reyn- 
olds marred the 
perfect 


enced a two-day 


tra fringe benefits aluminum 


same benefits 


industry's otherwise 


record, the nation’s second 


largest aluminum producer received 
1954 
, early this year, 13 
honored the company for 20 
years of labor harmony. Declared 
spokesman Matt Davis, for his Alu- 
minum Workers Local 19388 and 
member locals: “Our local doesn’t 
have one unanswered grievance. The 
company 


a singular labor distinction in 
In Louisville, Ky 


unions 


very readily sits down and 
works out any problem it has with a 
union.” The Louisville Courier-Jour- 
nal acclaimed the event a “lesson in 


labor-management relations.” Said its 
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editorial: “In the nature of news, big 
strikes make headlines; orderly sign- 
ing of labor-management contracts 
does not. As a result the newspaper 
reader is exposed to more news about 
bad labor-management than about 
good labor-management conditions.” 

Through its plant and employee 
publications, Reynolds, however, does 
not perform its labor relations job 
nearly as well as Alcoa and Kaiser. 
The Reynolds Review is a lackluster 
affair for the average company em- 
ployee and lacks a worker approach. 
While sports and employee activities 
receive a few pages in the back of 
the slick-paper magazine, news of 
company brass and plants—“Dikes 
Strengthened Around Troutdale 
[Ore.]”—crowd most of the publica- 
tion 

Except for its flashy Kaiser Alumi- 
num News, the best edited industry 
periodical, Kaiser is also somewhat 
shy on employee publications. How- 
ever, the company devotes about a 
third of the 26-page publication to em- 
ployee news, and at the same time 
highlights interesting new uses and 
users of its aluminum 


Top honors go to the Alcoa News, a 
newsy bi-weekly mailed directly to 
employees’ homes. In addition, Alcoa 
plant managers supplement the news 
by frequently issuing a news-letter to 
workers, calling attention to important 
topics of the moment. 

Alcoa, in fact, boasts an enviable 
employee record: half of its 52,000 
workers have been with the company 
a decade or longer and 4,900 em- 
ployees have been working there for 
25 years or more. In every issue of its 
paper, Alcoa features new members 
of its “25 Year Club.” Not ignoring 
employees’ families, Alcoa also offers 
their children 39 full college scholar- 
ships every year. Its annual report to 
employees not only presents a clear 
picture of the company’s financial op- 
erations, but also provides workers 
with tear-out cards for comments. 


PUBLIC & COMMUNITY 
RELATIONS 


Tue aluminum industry, always hungry 
for electricity, is sometimes attacked 
as a “power hog” and must keep on 
its guard to maintain good community 
relations. When critics in the power- 
scarce Northwest accused Alcoa of 
using more power than its employment 
merited, the industry giant hired the 
Stanford Research Institute to do an 
economic study of the area. Last year 
the institute reported that “aluminum 
exerts a far greater impact upon the 
Northwest economy than is indicated 
by its direct employment. For every 
Northwest worker who receives his 
paycheck from one of ‘he three pri- 
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To market, to market 
... ONE DAY SOONER | 





New York Central’s new “Fleet 4” Fast Freight service 


cuts freight-train time by 15....... 


gets to New York markets one day sooner! 


On November 17, the night train NY4, first 
of a new fleet of fast freights of the New York 
Central System, left Chicago for New York 
on a 30-hour schedule. It arrived in 23 hours 
and 48 minutes. 


On November 27, its companion train, the 
morning CD4, made its first run on a 30-hour 
Chicago-New York schedule. It arrived in 
25 hours and 30 minutes. 


Since then, “‘Fleet 4’’ trains have pulled 
into Manhattan in as little as 22 hours—just 
6'4 hours off the scheduled time of the 
fabulous Twentieth Century! 


Four trains in daily service! 


Because so many shippers have commented en- 
thusiastically on this exceptional day-in, day-out 
regular service, two more trains have been added 
to “‘Fleet 4’’—the CB4 from Chicago to Buffalo; 
and the BFNY4 carrying freight from Cincinnati, 
St. Louis and Peoria gateways to New York. 


Vegetables from the West Coast. . . fruits from 
Arizona and Texas . . . meats from Chicago and 
west .. . now arrive in New York City in record 
time, in premium condition, at hours scheduled 
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to make a day-earlier appearance at the markets. 


This new, fast freight service—quickest wheel 
is but a part of the New York 


Central System program to bring even finer, 


service in the east 


faster service to shippers—at no premium in cost! 


All- weather schedule! 


No matter what kind of freight needs hauling, it 
goes on these crack trains—and arrives sooner. 
Unlike other means of freight transportation, 
“Fleet 4’ doesn’t give a hoot for the weather. 
Smog, rain, fog, or blizzard, can’t close in on this 


new high-speed rail service. 


Look into ‘Fleet 4.” It’s the only sure way... 
the only direct way to go to market in Greater 
New York. Your nearest New York Central 
freight representative will be glad to make your 
shipments part of this fleet. 


NEW YORK 


CENTRAL 
SYSTEM 





“FLEET 4” FAST FREIGHT 


Trains: NY4, CD4, CB4, BFNY4... with more to comef 











mary producers, the income of three 
other persons can be traced directly 
to the industry.” 

Also concerned about its community 
position, Kaiser uses newspaper cam- 
paigns in local plant areas to stress 
the importance of its employees’ pay 
dollar in community prosperity. It 
has also had good success with special 
“Open House” and “Family Day” in- 
vitations for workers and friends to 
visit its facilities. On one occasion last 
year, more than 10,000 people showed 
up at its Chalmette, La., plant 

Reynolds also knows the impor- 
tance of good community relations, 
takes an active part in civic affairs, 
sends speakers before local groups 


Alcoa, due to its huge size and 


dominant industry position, offers an 
inviting target, painstakingly tries 
to promote understanding. For ex- 


ample, when communities blamed Al- 
fluoride-fuming smelters for 
livestock and vegetation, 
Alcoa promptly increased its system 
of plant smoke-filters. When the same 
charges Alcoa called in 
teams from Oregon State College and 
the State College of Washington to 
investigate the difficulty. After a 
lengthy the teams found that 
the smal! amount of fluorine in the air 
was insufficient to harm livestock 


coa § 


damaging 


persisted, 


study 


All the aluminum producers have 
large public relations staffs, turn out 
endless streams of institutional copy, 
with Alcoa Kaiser taking the 


and 
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What Should Your Company Do about 
the New Social Security Changes? 


The 1954 Social Security amendments will have 
an important effect on all company pension 


Failure to make needed changes in certain pension 
plans may have undesirable consequences in the 
future. What these consequences may be 
what action a company should take 
discussed in our new Employee Benefit Plan 
Bulletin published this month. 


If you would like to receive a copy of this and 
future issues of the Employee Benefit Plan 
Bulletin, simply write us on your company 
letterhead. No cost or obligation is involved. 


JOHNSON & HIGGINS 
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lead. With ads in national magazines, 
Alcoa points up its pioneering position 
among the aluminum-makers, Reyn- 
olds its product-position in the home, 
Kaiser its meteoric rise and diversified 
activities among the producers. 

Alcoa sponsors Edward R. Mur- 
“See It Now” program on TV 
Following Newsman Murrow’s battle 
with Senator McCarthy, Alcoa was 
praised on the one hand for sponsor- 
ing him, condemned on the other. Al- 
coa, however, firmly and finally an- 
nounced that it would continue to 
sponsor the program and not interfere 
with its content. 


row's 


STOCKHOLDER RELATIONS 
Aut the aluminum producers adhere 
to the first commandment of stock- 
holder relations: distribute dividends. 
All of them did. Only Aluminium, 
however, pays out anything like half 
its net to stockholders. It pays nearly 
all of it 

A good of stockholder 
confidence in a company is evidenced 
by Kaiser and Reynolds 86%, proxy 
response last year, Alcoa's 67.6°7. In 
1954, as usual, Alcoa was reluctant to 
supply shareholders with interim 
statements and sent out little else be- 
sides proxy statements and 40c quar- 
terly dividend checks. Kaiser did a 
better job of keeping its stockholders 
informed, mailed out with its quar- 
terly earnings statement a letter from 
Board Chairman Henry J. Kaiser ex- 
plaining his company’s business posi- 
tion. In addition, Kaiser indirectly 
boosted stockholder relations another 
notch by inviting financial represen- 
tatives from banks, brokerage houses 
and investment institutes to tour plants 
and examine company 


indication 


operations 

Annual reports put out by alumi- 
num makers are flashy, fat (averaging 
26 pages) and usually informative 
Top honors are claimed by Alcoa and 
Aluminium, who turn out startlingly 
different reports. Aluminium’s publi- 
cation is coolly businessiike (no pho- 


tographs, many operational break- 
downs); Alcoa’s is well-illustrated, 
begins with a friendly letter from 


President Wilson 

Aluminium, however, packs in much 
solid ..nancial information and traces 
earnings back to 1928. Alcoa’s annual 
has many easy-to-read graphs and 
charts, backed up with solid earning 
data that cover a ten-year period 
Kaiser's yearly financial summary 
is somewhat thin, but does offer 
stockholders an interesting descrip- 
tive account ef company operations 
and products. 

Reynolds’ annual, in contrast, is 
skimpy, contrasts earnings for only 
two years, is far and away the least 
informative of the four. 
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This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 


New Issue December 22, 1954 


$335,000,000 
Power Authority of the State of New York 


General Revenue Bonds, Series A 


Interest exernpt, in the nion of Mesers. Hawkins, Delafield & Wood and of Messrs. Wood, King & Dawson, bon 
counsel to the Authority and to the Underwriters, respectively, under the existing statute and 
court dec! from Federal income taxes, and under existing statutes 
from New York State income tax. 


$268,000,000 3.20% Bonds, due January 1, 1995 
Price 100% 





$67,000,000 Serial Bonds 


Principal Due Interest Pree Principe: Due Interest Price 
amount January | rate or yreld ameunt January | rate or yield 
$4,800 ,000 1965 2.10% 100 $5,600,000 1971 2.60% 2.55% 
5,000 ,000 1966 2.20 100 6,000 ,000 1972 2.60 100 
5,000 ,000 1967 2.30 100 6,000 ,000 1973 2.70 2.65% 
5,300,000 1968 2.40 100 6,100,000 1974 2.70 100 
5,400,000 1969 2.50 2.45% 6,200,000 1975 2.75 100 
5,400 ,000 1970 2.50 100 6,200 ,000 1976 2.75 100 


Accrued interest from January 1, 1955 is to be added to the prices. 


The Bonds are subject to redemption, as a whole or in part, at any time on and after January 1, 1963, 
as set forth in the Authority's Official Statement. 











Copies of the Circular dated December 21, 1954, which contains further information, including the Official Statement af 
the Authorily, may be obtained from auch of the underngned at may legally offer these swecurdies 
under applicable securdias laws. Tha undernigned are among the Underwriters 
Dillon, Read & Co. Inc. Halsey, Stuart & Co. Inc. 
Lehman Brothers Harriman Ripley & Co. R. W. Pressprich & Co. Union Securities Corporation 
Incorporated 

Blyth & Co., Inc. Smith, Barney & Co Drexel & Co. Eastman, Dillon & Co. Glore, Forgan & Co. 
Goldman, Sachs & Co. Kidder, Peabody & Co. Ladenburg, Thalmann & Co. Lazard Fréres & Co. 
Merrill Lynch, Pierce, Fenner & Beane Stone & Webster Securities Corporation B. J. Van Ingen & Co. Ine. White, Weld & Co. 
A. C. Allyn and Company Alex. Brown & Sons C. J. Devine & Co. Equitable Securities Corporation Phelps, Fenn & Co. 

Incorporated 

, Salomon Bros. & Hutzler Shields & Company Bear, Stearns & Co. Blair & Co Estabrook & Co. Ira Haupt & Co. 
Incorporated 
Hemphill, Noyes & Co. Hornblower & Weeks W. C. Langley & Co. Lee Higginson Corporation F. S. Moseley & Co. 
’ Paine, Webber, Jackson & Curtis L. F. Rethschild & Co. Dean Witter & Co. Wood, Struthers & Co Adams, McEntee & Co., Inc. 
American Securities Corporation Bache & Co. Bacon, Stevenson & Co. Barr Brothers & Co A. G. Becker & Co Dick & Merle-Smith 
Incorporated 

R. S. Dickson & Company Dominick & Dominick Francis |. duPont & Co. Eldredge & Co First of Michigan Corporation 

Incorporated Incorporated 
Geo. B. Gibbons & Company Gregory & Son W.E. Hutton & Co. Kean, Taylor & Co. A.M. Kidder & Co. Carl M. Loeb, Rhoades & Co. 

Incorporated Incorporated 
Laurence M. Marks & Co. W. H. Morton & Co. Reynolds & Co. Riter & Co. Roosevelt & Cross 
Incorporated Incorporated 
Schoellkop!, Hutton & Pomeroy, Inc. F. S. Smithers & Co. G. H. Walker & Co. Chas. E. Weigold & Co. Wertheim & Ce, 
Incorporated 
Allen & Company Bacon, Whipple & Co. Baxter, Williams & Co. William Blair & Company J.C. Bradiord & Co. Braun, Bosworth & Ce. 
orporeted 

Central Republic Company John W. Clarke Coffin & Burr Hallgarten & Co. Hayden, Stone & Co. _ Heller, Bruce & Co Hirsch & Co. 

(Incorporated Incorporated Incorporated 
The Illinois Company Aubrey G. Lanston & Co. McDonald & Company R. H. Moulton & Company Wm. E. Pollock & Co., Ine. 

Incorporated 

The Robi Humphrey Company, Inc. Schmidt, Poole, Roberts & Parke Schwabacher & Co. Shearson, Hammill & Co. 
Stifel, Nicolaus & Company Stroud & Company Tucker, Anthony & Co. Van Alstyne, Noel & Co. Weeden & Co. 

Incorporated Incorporated lnewe porated 
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THE ECONOMY Corse mos esce 1) 





© Review periodically the trend of 
the construction industry. A 
reduction, although not 
“a tremendous 


drastic 
expected, 
and un- 
favorable impact on business.” 

© Watch the trend of plant and 
equipment expenditures, Outlays are 
expected to taper off slightly in 1955, 
but “a more severe drop would quick- 
ly affect the trend of business.” 

Among the hordes of year-end 
crystal-ballers there were other econ- 


would have 


omists, although an admittedly small 
percentags who Hei- 


predictions 


voiced 
that any 


business ir 


also 


manns warning 


on the tate of 


1955 can- 


not take into accurate account such 


perplexing imponderables as a sudden 


unhealthy tenseness in the 
uation. Any 
they Say can 
all the 


time 


world sit- 
international crisis 
effectively 


glowing forecasts made at this 


new 


quite negate 


The keynote of expansion, they 


add. is enthusiasm, but nothing can 


cALLEN & COMPANY 


ESTABLISHED 1922 


NEW YORK 4, NEW YORK 


Underwriters 


Distributors 


Dealers 


INDUSTRIAL CORPORATIONS 
INSURANCE COMPANIES and BANKS 
PUBLIC UTILITIES 
RAILROADS 


MUNICIPALITIES 
PUBLIC REVENUE AUTHORITIES 
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more quickly curtail expansion than 
extreme caution arising from doubt 
and fear 

When the U.S. Chamber of Com- 
merce unveiled its appraisal of this 
years economic outlook, however, its 
forecast fairly sparkled with optimism 
“The first half of 1955.” the 
Chamber's director of economic re- 
Schmidt, “shows 
promise of higher levels of economic 
activity than 1954.” Rising orders in 
the hands of manufacturers 
ing 


said 


search, Emerson P 


increas- 
and the 
improvement since 
the dog days of June will carry over 
into 1955 


construction activities 


general business 
“Steel production, a majo 
Schmidt noted, “is expected 
to rise 5°, to 10% 
Schmidt also highlighted other note- 
worthy econamic trends for 1955 


factor,’ 


e The US. gross national product 


which in 1955 hit $356 billion, will 
climb still higher to at least $360 
billion and perhaps even to $365 


billion this year 


© Industrial production, or the total 
output of the nation’s mines and fac- 
tories, will rise to between 125% and 
130% of the 1947-49 average, the Fed- 
eral Reserve Board’s standard of 
measurement 

e Gross private investment will 
continue to range between $45 billion 
and $50 billion. In 1954 private in- 
vestment totaled out at an estimated 


$45 billion compared with $51.4 bil- 


lion in 1953 

¢ Total capital outlays for new 
plants and equipment will decline 
slightly from the levels of the past 


two years, although expenditures in 
this category will still amount to a 
healthy $25 billion or $26 billion. In 
1954, by contrast, the nation’s manu- 
facturers were spending at the rate of 
$26.7 billion annually, and in 1953 out- 
lays for plants and equipment totaled 
$28.4 billion 

e New private non-farming hous- 
ing starts will climb to between 1,200,- 
000 and 1,300,000 this year, a slight rise 
from the 1,150,000 starts 
year and 1,070,000 in 1953 

e The national income in 1955 will 
probably rise moderately, topping 
1954's earnings of $299 billion by at 
least $1 billion, and perhaps even 
equaling the $305 billion peak of 1953 

¢ Corporation profits will continue 
at the same relatively high level they 
have maintained for the past two 
years. Earnings, the Chamber of 
Commerce experts estimate, will crest 
at somewhere between $17 billion and 
$18 billion. 

® Disposable income will also in- 


made last 


Forbes 














crease moderately, to about $255 bil- 
lion, this year. Last year the total 
rose to $253 billion from 1953’s $250.1 
billion. 

e Consumer credit and installment 
buying, however, will not vary appre- 


ciably from 1954’s total. Consumer 
credit, the Chamber predicts, will 
range between $28 billion and $29 


billion while installment credit will 
total out between $21 billion and $22 
billion 

® The nation’s money supply at the 
end of 1955 is expected to total some- 
where around $207-209 billion, a 
handsome increase from 1954's total 
of $204 billion and 1953’s $203.1 
billion. 

e Consumer prices and wholesale 
prices, on the other hand, will prob- 
ably not follow the upward trend 
Consumer prices, for instance, are ex- 
pected to range narrowly between 
114% and 115% of the 1947-49 aver- 
age. Wholesale prices will remain in 
the 109%-110% area. 

The definitive word on the state of 
the nation’s future economy came last 
month from no less a personage than 
Secretary of Commerce Sinclair 
Weeks. In addressing the American 
Institute of Chemical Engineers at 
New York’s Statler Hotel, Weeks said: 


“I expect 1955 to be better than 
1954. In my opinion, more of the good 
things of life will be availabe to the 
American people next year, and this 
nation will reach a new peak in its 
standard of living. 

“The records indicate that we in- 
crease our economic growth in this 
country an average of about 3% a 
year. That means that in the next 
ten years it is entirely possible that 
we shall raise our gross national 
product from the current $355 billion 
to around $500 billion.” The 1953 
gross national product, he added, was 
about 7% over the 1954 figure. A 3%- 
4% gain over last year’s total, how- 
ever, would make 1955 the second 
best year in history 

The pessimists, he said, predicted 
that the nation would sink into de- 
pression when military production 
required for the Korean War suddenly 
ceased. “Something,” he quipped, 
“went wrong with their crystal ball.” 





To reach the TOPS 
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YOU, AS MANAGEMENT, need 


to be well and favorably known on 
both streets. And you need to chan- 
nel the story of your company to 
Main Street through Wall Street 
if it is to have its full impact on the 
that’s basic in 


good financial public relations. 


investing public 


Where good 


financial relations 


ete 


GARTLEY & ASSOCIATES, INC 





WHERE TO RETIRE TODAY 


and AFFORD IT 


WHERE WILL YOU GO IN FLORIDA? 


Florida needn't be expensive—not if you 
know just where to go for whatever you 
seek in Florida. And if there's any man who 
can give you the facts you want, it’s Nor- 
man Ford, founder of the world-famous 
Globetrotters Club. (Yes, Florida is his 
home whenever he isn't traveling!) 


His big book, Norman Ford's Florida, tells 
you first of all, road by road, mile by mile, 
everything you'll find in Florida, whether 
you're on vacation, or looking over job, bus- 
iness, real estate, or retirement prospects 


Through his experienced advice you 
learn exactly where you can retire now on 
the money you've got, whether it's a little 
or a lot. (If you need a part-time or sea- 
soual job to help out your income, he tells 
you where to ee up extra income.) Be- 
cause Norman Ford always tells you where 
life in Florida is pleasantest on a small 
income, he can help you take life easy now 


If you're going to Florida for a job with 
a future or a business of your own, his talks 
with hundreds of business men and state 
officials, etc., lets him pinpoint the towns 
you want to know about. If you've ever 
wanted to run a tourist court or own an 
orange grove, he tells you today’s inside 
story of these popular ubvestmenta 


Yes, no matter what you seek in Florida, 
this big book (with well over 100,000 words 
and Pey of maps) gives you the facts you 
want. Price—only $2, only a fraction of the 
money you'd » neodhensty if you went 
to Florida blind. Use coupon to order. 


BARGAIN PARADISES 
OF THE WORLD 


West indies, Mezice, Californie: Abroed 


This is a book on how to double what your 
money can buy. For that is what spending 
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a few weeks or months, or even retiring, in 
the world’s Bargain Paradises amounts to 


And why not when you can retire to the 


Asores or the Canories—isliands of tropical 
flowers, sandy beaches, and the charm of 
Old Spain—with rents of about $20 a month, 
groceries for a couple at $10 a week, and ser- 
vants $5 a month each 


The lotus-covered mountain lokes of Kashmir, 
where a furnished houseboat with four tur- 
baned servants rents for $70 a month. Total 
costs for a couple run about $175 a month 
in the most beautiful spot on earth 


The South Sees? Tahiti has found out about 
the Yankee dollar. But there’s briiliant Si- 
gatoka Beach at Suva or reef-girt te 
or Lord Howe Island, the Bargain Paradises 
of the South Seas today 


Throughout this big book ou 
where to spend a while in the est Indies, 
Mexico (where living costs dropped 33% 
when the peso was devaiued last eyeing). 
South America (today’s bargain counter for 
Americans), the healthful islands of the 
South Seas, the wonderlands of New Zea- 
land, the marvelous Balearic Islands where 
two can live like kings for less than $35 
a week 


learn 


You read about cities and towns where 


it's always spring, about “Californias 
Abroad,” about “Four Modern Shangri- 
Las,” about mountain hideaways, tropical 


islands as colorful as Tahiti but nearer 
home, about modern cities where you can 
live for less, about quiet country lanes and 
surf-washed coastal resorts 


If you've ever wanted to travel but won- 
dered how you could afford it; if you have 
a little income but wonder how you'd ever 
be able to retire on that; if you want a life 
of luxuries on what you'd get only necessi- 
ties back home, then you want Bargain 
Paradises of the World 


96 photos, 4 maps. 1955 edition. Price $1.50 


129 


1081 18acmq0 1052 


a ee ee ee ee | 


3 books that give you the facts on where 
you can retire today on the money you've got 


WHERE TO RETIRE 
ON A SMALL INCOME 


This book selects out of the hundreds of 


thousands of communities in the U. 8. and 
its island territories only those places 
where living costs are less, where the sur- 


roundings are pleasant, and where nature 


and the community get together to guar- 
antee a good time from fishing, boating 
gardening, concerts, or the like. The book 


never overlooks the fact that some people 
must get part-time or seasonal work to pad 
out their income 


It covers cities, towns, and farms through 
out America-—from New England south to 
Florida, west to California and north to the 
Pacific Northwest. It includes both Hawaii 
and the American Meg Islands. Some peo 
yle spent hundreds of dollars trying to get 
information like this by travelling around 
the country. Frequently they fail—-there ia 
just too much of America to explore 


Where to Retire on a Small Income saves 


you from that danger. Yet the big 1955 
edition costs only $1 


Mail this coupon for prompt delivery 
Mail te HARIAN PUBLICATIONS 

82 Second Ave 

Greeslewn (Leng isiend), HM. Y. 

| have enclosed § (eash, check, money oder) 
Please sond me the books | checked below. You will 
refund my money if | am not satiofied 


() Gargaia Paradices of the World. $1.06 

Where te Retire on « Gmall income. 6 

) Merman Ford's Flerida. 62 
Special offer: all books above ($4.50 value) for $4. 
Priat Mame 
Addr oes 


City & State 














GAS RANOES 


AN IMPORTANT ANNOUNCEMENT: 


— a new Forbes Division formed expressly for serving the investor with 
holdings of $25,000 or more who has neither time, professional training, 
nor the research facilities essential to achieving his investment objectives. 











Because too few people are in a position to keep up 
with the complex world of finance, we have detected, 
after a careful examination of literally 
thousands of investment portfolios, a 
woeful lack of planning on the part of 
most investors, In seven cases out of 
ten, there seems to be no long-range 
program. Most portfolios are merely 


sonal service that will assist you in maintaining a 
long-term, “tailored to fit” investment program that 
will not only meet your objectives, but 
also help safeguard your capital 
against major market reversals, 


In brief, from information which you 





are asked to supply, our staff will first 
strike a balance between your resources 


~ 





collections of stocks which have been 











and your requirements and then tailor 





accumulated over the years with little 
or no regard for such important con- 
siderations as one’s tax bracket, age, 
responsibilities, etc. 

Sudiovtennteie, all too many other- 
wise successful men and women are 
unsuccessful investors, NOT because 
they lack the intelligence — but be- 














POMS PR im Ad 
INVENT MENT PAR A AENT 


an individual investment program to 
best meet your objectives. Once your 
program has been mutually agreed 
upon, we will subject your securities to 
constant supervision—take the initiative 
in making recommendations to you— 
keep you fully informed on latest de- 
velopments affecting your holdings— 








cause they have neither the time, the 


assign your account to a FORBES In- 

















vestment Counselor whom you may con- 





research facilities, nor the professional 
training and experience necessary to do a consistently 
successful job. 

To help solve this problem, to help relieve the busy 
executive, the retired man or woman, the widow and 
others of inherited wealth of many of the cares of 
money-management — 

—~ the FORBES Organization has synthesized its 
unparalleled statistical-research facilities and has 
formed a new Division; FORBES PERSONAL IN 
VESTMENT MANAGEMENT — a completely per- 


THE FORBES ORGANIZATION 


is eminentiy qualified to supervise your investment 
program, Its 38-year record of services to investors has 
earned it the respect, the confidence, the unshakable 
loyalty of thousands of investors who look to FORBES 





sult at any time by letter, by telephone 
or telegraph, by personal visit. 

Obviously, the full scope of this new Service, its 
purposes, its many advantages to those with $25,000 
and more invested in securities cannot be explained 
within the confines of this announcement. We have 
therefore prepared a descriptive booklet on FORBES 
PERSONAL INVESTMENT MANAGEMENT which 
we shall be happy to send you upon request. 

We believe it will be to your advantage to send 
for your copy today. 


SEND FOR DESCRIPTIVE 
LITERATURE, NO OBLIGATION! 



































4 
Forbes Personal Investment Management | 
for investment guidance. 70 Fifth Avenue, New York 11, N. Y. ! 
The broad scope of our organization, its deep penetra- I may be interested in retaining the services of your | 
tion into the vitals of the financial community makes it new Division, FORBES PERSONAL INVESTMENT ! 
unique in the field. As publishers of the world’s largest, MANAGEMENT. Will you kindly send me complete : 
most influential financial magazine, as well as several details? My present investments are valued at approxi- i 
more specialized investment services, FORBES has di- mately $ .. I have an additional j 
rect, top-level communication with many leading corpo- $ in cash for available investment. | 
rations which can prove to be invaluable in managing i 
your investment program. te ! 
Needless to say, because FORBES has no connection pvr I 
whatsoever with companies dealing in securities, be- 
cause our only means to success is your success . . . your Cuy Zone State —— st i 
best interests are our best interests. oe Oe Oe tne On tas. i 
a | 
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1948 1949 1950 


THE FORBES INDEX 


Selid line is computed monthly, gives equal 
weight to five factors: 


1. Hew much are we producing? (FRE 
production index) 


2. How many people are working? (BLS 


edie a 








How intensively are we working? (BLS 
average weekly hours in manufacture) 
Are people spending or saving? (FRB 
department store sales) 
How much money is circulating? (FRB 
beonk debits, 141 key centers) 
Factors 4 and 5 are adjusted for valve of 
the dollar (1947-49= 100), factors 1, 4 
and 5 for seasonal variation. 
Dotted line is an 6-day estimate based on 
tentative figures for five components, all 
of which are subject to later revision * 





1951 1952 1953 





a ee 


105 


100 





*Final figures for the five components (1947-49-——-100) 

Oct. Nov. Dec. Jan. (54) Feb. Mar April May June July Aug. Sept. Oct. 
Production 124.9 130.0 127.0 125.0 124.0 123.0 123.0 124.0 124.0 40 124.0 124.0 1256.0 
Employment 112.8 113.7 113.7 14 108.5 108.2 110.1 109.6 110.1 109.4 109.4% 110.9 111.2 
Hours 101.0 100.3 100.8 98.7 99.2 98.7 97.7 on. o9 ’ ” w” 100.0 
Sales 104.3 106.1 10 102.9 104.1 102.1 105 104.6 108.6 0 108.0 103.5 107.4 
Bank Debits 122.4 136.5 138.0 140.3 145.0 150.0 147.5 144.0 146 0.0 144.4 i442 135.8 
THE MA RKET O UTL O OK verse trend. Major tops and bottoms 


The fabulous Fifties 


A year of tremendous opportunity for 
the security buyer has ended, and a 
new chapter begins. But the opening 
notes are different, for the background 
today is not the same as that which 
existed a year ago. And this changed 
environment could have far-reaching 
repercussions. In January 1954, for 
example, the $64 question was wheth- 
er an explosive background would be 
set afire by a speculative spark. In 
retrospect, the tremendous resurgence 
of confidence—recognition of the ob- 
vious fact that the rewards go only to 
the risk-takers—has been the chief 
highlight of 1954. Passing the 1929 
highs to the accompaniment of ex- 
panded trading activity, growing mo- 
mentum and increased confidence in 
the future was another milestone. 
Apart from the fact that 1929 and 1954 
have nothing in common, however, the 
question now is whether there is too 
much unqualified optimism, too much 
anticipation of a future which is al- 
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SIDNEY B. LURIE 


ways subject to 
some qualifica- 
tions 

In aword,where- 
as the business 
outlook a year ago 
was dubious, and 
the market outlook 
by and large good, for stocks were 
undervalued, the reverse could at 
least temporarily be true in coming 
months. For one thing, with the 
market in a dynamic and conse- 
quently emotional phase, stocks no 
longer are obviously on the bargain 
counter. Secondly, the good business 
outlook is no surprise, and there is 
room for debate as to how much a 
full year should be discounted in ad- 
vance. Thirdly, fact that the compari- 
sons with past market highs indicate 
less vulnerability today is meaning- 
less. It would be naive to expect the 
market to reach a danger level which 
is apparent to everyone, and then re- 
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are recorded when they are least ex- 
pected, not when the arithmetic of 
past yardsticks indicates a selling area 

It also would be naive to expect the 
abandonment of reason and caution so 
evident in 1929 and 1946 to be repeat- 


ed. The security buyer has been too 
well educated by the financial com- 
munity, and the analyst is too well 


aware of the dangers of overvaluation, 
for history to repeat itself. Further- 
more, the professional buyer, such as 
the pension fund manager, can always 
withdraw if prices appear too high; 
In 
stocks stems 
sources that should be too so- 
phisticated to make the obvious mis- 
Above all, a 
reckless stock market probably would 
meet counter-corrective measures by 
the Administration, for a managed 
economy spells an attempt to prevent 
excesses on all fronts. 

This is not meant to infer that “a 
change in the tide” is at hand. The 
situation today is no different than it 
has been for many months; it will 
take a major excuse—or a major sur- 
prise—to change the trend decisively. 


there is no “must” to his investing 
a word, the demand for 
from 


takes of previous years 

















——— Rather, the point of these purposely 


sobering observations is that the New 
Year begins with the potential of an 
important correction greater than in 


the past year. The ease with which 


Selected as Most Promising profits were obtained in 1954 does not 


seem likely to be a characteristic of 


For Profit in 1955 1955. True, the demand for stocks 


probably will again out-run the sup- 


VERY Year-end UNITED Service presents to its clients a ply. In other words, the accumulation 
carefully-selected group of well diversified stocks which of funds in the hands of professional 
have unusual promise for outstanding performance. Our selec- buyers may exceed the creation of 
tions for 1955 have been made by the same experienced staff, capital via new stock issues. This be- 
using the same dependable UNITED Opinion method which cause industry is in good financial 
has proved its value over the past 34 years. Included are: condition and its expansion needs are 


less pressing. But the arithmetic of the 
present situation suggests that the up- 
side potential is in the order of one- 
quarter to one-third as large as the 


10 Attractive for Appreciation 


These are potential market leaders -— selected from hundreds of 
issues analyzed by our Staff as most promising for appreciation in 1955. 
Included are bargains in “corner-turning” industries, and some interest- 


ing special situations for capital gain. 150-point bull market of 1953-54 
; Obviously, this doesn’t mean that a 
10 Stocks for Growth and Liberal Income 50-point average advance is “guaran- 

i £ 
This selection includes five ably-managed, vigorous companies with teed.” Here again, the new sophistica- 
new products and processes, with broad fields for further expansion. tion of the security buyer will mean 
Also five good quality stocks with long earnings and dividend records, anticipation of a possible top. Further- 
yielding up to 6%. ae 

more, 1955 could prove an even better 
5 Stocks for Atomic Expansion business year than now appears likely 
These five stocks of financially sound companies offer an investment But a case for the 425-450 level in the 
in Uranium and Atomic Energy without undue risk. All have attractive Dow Industrial Average can easily be 


capital gain possibilities. 


Be sure to read this 25-Stock Report 
before making your plans for 1955 


Yours with Months Trial | 


This Special Report, with 25 stocks for 1955, and t 
next 4 weekly UNITED Reports, sent by air mail for or 
This introductory offer open only to new seade rs 


made, assuming maintenance of the 
confidence factor, i.e., continued will- 
ingness to buy stocks on today’s yield 
and price-times-earnings basis. Cur- 
rently, the Dow Industrial Average is 
selling at about 14 times estimated 
1954 earnings of $28 per share and 
yields a little over 4°; on the basis of 
estimated dividends of $17 per share 


UNITED Reports a The 1955 earnings potential probably 








| — iaeailaona ‘ 

| ] | isin the order of earnings of $81 per 

eee ioe as share and dividends of $19 per share 
eno ” 

They are used by more | SPVEEL. «1. eee eee eee eee eeennnes Hence, the “room” for higher prices 

investors then say | But if 1955 differs from 1954 in the 


other advisory service 


possible stimulants and potential de- 


Be 
ACT NOW! Mais | | UNITED BUSINESS SERVICE pressants, one condition remains the 


same: This is a Big Era and a Big 
coupon with only $1. | 210 NEWBURY STREET BOSTON 16, MASS. Stock Market 

SS = tory of the present generation of se- 
curity buyers. Just as there is a new 
normal of demand in industry, so 
there is a new normal of demand for 
equities. Furthermore, there is no 


Opportunities in LOW-PRICED OIL STOCKS change in the basic —., any 


time is a good time to a good 


the biggest in the his- 























@ The surging bull market has left low-priced oils far behind stock. In this connection, the following 

@ An ever-increasing population and a technology ever more dependent on crude groups appear to offer the most inter- 
oil and natural gas is pushing the demand curve to record levels esting possibilities for 1955 

@ New discoveries in Canada and the U. S. are setting the stage for another possible Airlines Motion Picture 
boom in the low-priced oils which may surpass the 1950-1952 move Auto & Parts Railroad 

To avoid the losses which usually follow unintelligent speculation, and to share in Building Rayon & Textile 

the spectacular market gains which could result from a typical low-priced oil stock . . | 

boom, you owe it to yourself to read: “A& GUIDE TO PROFITS IN LOW-PRICED Cement Stee 

OU STOCKS” by Sidney Fried It has been said of this study ‘if you own an Farm Machinery Tire 

sil stock ect to, t oe reac 7 is book.” 

cil stock or ever expect to, don't miss reading this book Question of which is the most inter- 

The entire book describes where the real profits are made in low priced oil stoc ks. esting can't be answered until the 

Order it today and you will receive at no additional charge a “Current Supplement 

listing vital information about 100 of the best-situated American and Canadian probable 1955 pattern unfolds with 

low-priced oil stocks. more clarity. But the steels (this col- 

Opportunities are ahead in towsprtood oll stocks. For your copy umn’s long-standing favorite) seem to 

of “A Guide To Profits In Low-Priced Oil Stocks” and Current be in an especially favored position. 

Supplement, send $2.00 to R.H.M. Associates, Dept. F-1, 220 Fifth This year’s average operating rate 


Ave., New York 1, N. Y. 








should be in the area of 5-10 percent- 
- age points higher than the 1954 aver- 
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age, which obviously means higher 
earnings. While better business will 
have varying individual impact, the 
1955 earnings prospect can be stimu- 
lating to even these advanced prices. 

Note the following estimates of the 
possible per share earnings gain re- 
sulting from a 5% increase in output. 
1954 estimated results are shown in 
parenthesis: Armco, 50c ($7.60); 
Bethlehem, $1.05 ($11.50); Jones & 
Laughlin, 55c ($3.50); U.S. Steel, 80c 
($6.50). 


ON THE BOOKSHELF 





The Sharing of a Business 

Ever since Franklin J. Lunding 
joined the Jewel Tea Co. in 1931, he 
has advocated progressive business 
relations for management, employees 
and customers. Now, as the chief ex- 
ecutive officer of the Chicago food 
chain, Lunding has distilled his 
knowledge of merchandising in this 
condensed version of his 150-page 
book. This report underscores Lund- 
ing’s belief that “the functioning of 
the American economic machine has 
become the concern of all of the peo- 
ple and not exclusively of those who 
happen to have founded, developed or 
invested in various parts of it.” In 
fact, the study is a case study of 
the management philosophy that 
Lunding probably knows best—that at 
Jewel Tea. 

Take consumer relations. Early in 
its history as a retail storekeeper in 
Chicago, the company decided to find 
out how the housewife felt about the 
job that Jewel was doing for her. 
Jewel Tea also wanted to know what 
this “typical housewife,” dubbed Mrs. 
Brown, wanted her food store to be 
like. As a result, the company sent 
young women to call on 18,000 real 
live Mrs. Browns in the Chicago area. 
From what these many Mrs. Browns 
told Jewel's interviewers, says Lund- 
ing, the company developed what it 
calls “Jewel's Ten Commandments” 
for handling customers. Sample: “7. 
Honest Weights . No funny busi- 
ness; no tired-out goods; no butcher's 


thumbs You always get every 
ounce you pay for.” In essence, con- 
tinues Lunding, a business enter- 


‘ 


prise’s “real boss” is the public (by 
Franklin J. Lunding, The Updegraff 
Press, Ltd., Scarsdale, N.Y., $1, 1954). 





REALTY INVESTMENTS 


545 TH AVENE + NEW YORE 17. NO 











ti 
ATTITA)_nvesement Survey i 








STEEL & ELECTRONIC STOCKS 
IN 1955 


EHIND the sharp recent advance in steel stocks are earnings which have held up 

well in 1954 and promise to increase in 1955. Price cutting has been avoided despite 
the 25% drop in steel production in the first 9 months of this year, and profits are 
responding to the upturn in demand for steel. Value Line specialists look for a number 
of dividend increases in 1955 as plant expansion programs are completed and income 
remains high. 

Yer, the objective Value Line Ratings reveal that most steel stocks are now too high 
relative to the earnings and dividends in sight next year. Alchough worthwhile long-term 
growth is projected for some of these stocks, investors are advised to use extreme care 
in choosing investments from this group at present market prices 

The new Value Line Report brings you a full-page analysis of each of 20 leading steel 
stocks, including specific estimates of earnings, dividends, and normal prices for 
stock. The impartial Ratings show which stocks are in a buying zone, which are 
selling zone 


each 
ina 


* PECTACULAR long-term growth is projected for electronic controls, color television, 
and atomic energy applications. Even the market for the basic products of the electri 
cal equipment companies—home and factory appliances which use electricity and electric 
generators which supply it—is growing rapidly. Yet, hard-headed investors will wish to 
know to what extent current market prices (many are up over 10097 in only a few years) 
already discount these fascinating potentialities 
The new issue of Value Line Ratings & Reports also analyzes prospects for 1955 and 
the longer term for 20 electrical equipment stocks, brings you earliest earnings and 
dividend estimates for each, shows which stocks are in a buying zone, which to avoid 


SPECIAL: Under this Special introductory Offer, the timely 48-page Steel 
and Electronic stock edition will be sent to you at once as a bonus, without 
extra charge. in addition, you will receive in the next 4 weeks new full-page 
reports on over 200 major stocks and 14 industries to quide you to safer and 
more profitable investing in 1955. Your bonus issue analyzes 40 Steel and 
Electrical Equipment stocks, including: 
Allegheny-Ludium Internat’! Tel. 

Armco Steel Jones & Laughlin 
Bethiehem Steel Minneapolis-Honeywell Square D 


General Electric National Stee! Syivanic Electric 
inland Steel Phiico U. S. Steel 


$5 INTRODUCTORY OFFER* 


Includes 4 weekly editions of Ratings & Reports——covering 200 stocks and 14 indus 
tries. Ic includes also a Special Situation Recommendation, Supervised Account Report, 
2 Fortnightly Letters and 4 Weekly Supplements. (Annual subscription $120.) 


Radio Corp. of Amer. 


Westinghouse Elect. 
Republic Steel 


Wheeling Steel 
Youngstown Sh. & Tube 
Zenith Radio 

and 21 others 


“New sbseribers only 
Plus the 48-page Steel & Electronic issue at no extra charge. 
Name 
Address 
City Jone State 


The Value Line Survey is now used by over 12,000 individual 
and institutional subscribers throughout the world, including 
banks, trust companies, insurance companies and universities 


Send $5 to Dept. FB-28 
y , . 
The VALUE LINE Investment Survey 
Published by ARNOLD BERNHARD & Ceo., Inc. 
THE VALUE LINE SURVEY BUILDING 
$5 BAST 447TH STREET, NEW York 17, N. ¥. 




















Does your wheat 


There’s PROFIT for you 


Get the only weekly live 
page comprehensive anal 
ysis of all grain market 


;, trading equal this ? 
in : 
WHEAT 


ACTION LINE is the wheat futures advisory 
factors, specific buy/sell service that uses hindsight instead of fore 
advices, stop-loss points, | sight to predict market futures. ACTION LINE 


CORN 


and tull.scale charts with 
thew technical meanings 


New booklet of succes- OATS 
ful grain traders’ rules given 


to all new subscribers 50 YBEANS | 


Send now. Just $20 « quarter. Trial «whscription, 
plus wading rules, only $2. 


The Robert Moody Grain Analysis 


P.©. BOX 18621 


always pute you on the right side of any major 
market move up or down 

Since October, 1902, ACTION LINE advices to 
ite clients have shown « net profit of 56'4e 
er bushel 





Translated into profits In round lots of 
5,000 bushels, the accumulated profits over 
losses, after commissions, would be $2,474.50 


& WRITE FOR FREE INFORMATION 


J. W. GOLDSBURY CO. 


San Diego 12, Calitornia 611 MARQUETTE AVE. 








MINNEAPOLIS, MINNESOTA 











133 











JOSEPH D. GOODMAN 


@ member of the New York Stock 
Exchange and a registered invest- 
ment adviser, makes his head- 
quarters in our Philadelphia office. 





Transactions for his customers are 


executed and cleared through us. 


Inquiries Invited. 


REYNOLDS & Co. 


Members of New York Stock Exchange 
American Stock Eachange 
and other principal Eachanges 





NEW YORK PHILADELPHIA 
120 Broadway 1526 Walnut Street 
Other New York Offices 


Empire State Bidg.—Chrysler Bide —305 Breadway 
106 Montague Street, Brookiya |. . Y 


Other Branch Offices 


(hieage, 1 Racramento, Cal Pact Orange, NI 
Chicago Hts, Ul Ralinas, Cal forristown, NJ 
Hochester, N. ¥ Kan Mateo, Cal Vineland, N. J 
Myracuse, N.Y Bante Crus, Cal Allentown. Pa 
Ran Franch Cal. Banta Hows, Cal Lancaster, Pa 
Herkeley. Cal lhurham, N. ¢ Reranton, Pa 


Carmel, Cal 


Kaleigh, N. ¢ 
Oakland Cal 


Winston Baliem, N. 


York, Pa 





> FLASH ¢ 
ANNOUNCEMENT!! 


ATTACH $1 TO THIS COUPON AND MAIL 
For A Whole Month You Will Receive 


STANDARD & POOR'S 


Buy, Hold and Switch 
Recommendations on 
57 Closely Watched Stocks 


Without additional coat you will also get 
data on share earnings 1054-4, indicated divi 
dends, current per cent yleld, Standard & 
Poors market polley and advice on recom 
mended investment cash reserve 

Included in the closely watched atocka, you 
will find 18 sound Issues for appreciation; 18 
for appreciation combined with worthwhile 
income and 21 for income, most of which have 
long, unbroken dividend reeords 


ACT NOW—MAIL COUPON TODAY 


I enclose $1. Bend me Standard @ 
Poors Buy, Hold & Switch recom 
mendations on ST closely watched 
stocks for the next month together 
with earnings, yield, dividend data 
and your market policy. Offer open to 
new readers of this survey only 


Name 

Address 

City Zone 

Btate. ccc ccns Date... ..cccees 
A-367-173 


POOR’S 
Investment Advisory Survey 


Published by Standard & Poor's Corporation 
(Established 1860) 
The Largest Staticticn! and | t 
Organization in the World 
345 Hudson Street, New York 14, N. Y. 
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INVESTMENT POINTERS 





Review of recommendations 


In this column for April 1, 1954, I 
stated: “On the assumption that war 
with Russia is not likely, I think there 
is a good chance of the following pre- 
dicted prices being reached, in due 
time, subject to the usual reactions 
and delays. Diversification is strong- 
ly recommended. Do not concentrate 
stock. Patience is a prime 
requisite.” The list follows, with re- 
sults to December 14, 1954 


I hope to present a new list of pre- 


on one 


dicted prices in this column in the 
near future 
During the 1929 boom, when the 


stock averages reached 381, American 


by JOSEPH D. COODMAN 


Tel. & Tel. sold at 
310; it sold at 200 
during the 1946 
boom, when the 
averages reached 
212. At present, 
the averages are 
around 390. It is 
my opinion that under prevailing con- 
ditions, American Telephone should 
be worth not less than $215, where the 
yield would be more than 4%. 

For quite some time, I have per- 
sistently recommended the purchase 
of this stock, commencing under 150, 
where the yield was 6%, not includ- 








Aldens 
Allied Chemical 
American Agricultural Chemical 


| American Smelting 








American Tel. & Tel. 


Armstrong Cork 
Bendix Aviation 


| Bethlehem Steel 


Bohn Aluminum 
Borg-Warner 


Brunswick-Balke 
Carborundum 

Case 

Cerro de Pasco 
Columbia Broadcasting 


Combustion Engineering 
Consolidated Edison 
Copeland Refrigeration 
du Pont 

Fidelity-Phila. Trust Co, 


General Motors 
Great Northern 

Gulf Oil 
International Packers 


Johns-Manville 


Northern Pacific 
Owens-Illinois Ciass 
Pacifie Finance 
Phila. Electric 
Radio Corp. 


Reynolds Tobacco 
Socony-Vacuum 
Standard Brands 
Standard Oil N.J. 
Texas Co. 


U.S. Foil “B” 
U.S. Plywood 

U.S. Steel 

Union Carbide 
West Penn Electric 


Western Union 
Worthington Corp. 
York Corp. 


* 2844—50% stock. + 69%4—2 for 1. 


Price then Predicted High Since, 
(4-14-54) Price (te 12/14/54) 
24 35 18%* 
77 100 101 
63 75-80 91 
32 40-45 43% 
164 180-200 178% 
66 85 92% 
66 90 102% 
55 70 97% 
20 35 24% 
79 100 115% 
14 25-30 21% 
33 60 40% 
15 25 18% 
25 30 37% 
46 75 85 
50 75 61% 
43 55-60 47% 
16 25 161% 
110 135 170 
66 85 86 
64 75-80 95% 
49 65 34757 
52 65-70 64% 
11 20 16% 
68 90 91% 
60 75-80 70% 
79 110-120 101 
31 45 40 
35 45 39% 
27 45 387% 
37 50-55 44% 
40 50 497, 
31 40 3914 
81 100 112% 
67 80 88 
46 75 94% 
26 45-50 39 
41 60 70 
74 100 89 
39 50 47% 
41 75 82 
39 50 53% 
25 35 27% 
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ing “rights” to buy convertible bonds. | 
The present price is 175, which rep-| 
resents an advance of around 16% 


lo Serious-Minded Tnavestors 


Increase the purchasing power 
Advance release by air mail of this | : 
regular article will be sent to inter- of Al | : 
ested readers on the day of its writing. | 
Rates on request. 


investment dollars. 


your 


ne About the Author: 
ON THE BOOKSHELF ae chia” Mr 


| Z . 
a Director of American Inves- 


. Chestnutt is Executive 





Shareholder Democracy 


Bitter proxy fights, once merely 
financial page news, today are Page 
One stories. Last year, for example, 
newsmen poured out millions of words 
on Robert R. Young's victorious fight 
to oust the New York Central man- 
agement, Patrick McGinnis’ defeat of 
“Buck” Dumaine for control of the 


tors Service — America’s 
leading advisory service for 
professional investors and 
stock market technicians. 


For only $1.00 you can become thoroughly familiar with all 
the subjects suggested by the chapter headings shown below: 





New Haven Railroad. Currently, re- 
porters are following every move of 
Florida financier Louis Wolfson in 
his bid for control of Montgomery 
Ward & Co. 

This flurry of publicity has not been 
without its effect on the too-often do- 
cile stockholder who has complacently 
accepted the decisions of management. 
Roused from his lethargy, the share- 
holder wants to know: “How can I 
protect my rights? What are the 
rules, procedures and expenses of a 
proxy fight?” This study wiil go a 
long way in answering his questions. 
The authors believe that the stock- 
holder is rapidly becoming a literate, 
independent thinker who is openly 
questioning the adequacy of the earn- 
ings and dividend policy of manage- 
ment. 

They examine, for example, the 
1950 Sparks-Withington proxy con- 
test. This stockholder fight, accord- 
ing to the Cleveland Press, was “an 
amazing story of how in six short 
weeks a youthful small-town ac- 
countant gained control of a multi- 
million dollar TV, radio and auto parts 
firm” through leadership of a “grass- | 
roots” stockholders committee. An- 
alysis of this case includes the ex- 
penses involved in a proxy fight, from | 
management's side and from the op- 
position side; annual and special | 
stockholders’ meetings; communica-| 
tion between management and stock- 
holders. 

Furthermore, the authors point out 
that the vast expansion of enterprise | 
and security ownership has meant 
that the ownership-control position 


of the average stockholder “has been 
reduced to comparative insignifi- 
cance.” Asa result, the stockholders’ 


right to vote through the proxy ma- 
chinery is a vital means for him to 
afford them more of a voice in the 
‘control of his corporation (by Frank 
D. Emerson and Franklin C. Latcham, 
The Press of Western Reserve Uni- 
versity, Cleveland, O., $4, 1954). 
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Arithmetic Stock Averages 

Geometric Stock Averages 

Comparison of the Arithmetic ond 
Geometric Averages of Twe Stocks 
—Secony Oil and Coce-Cola 

The Dow-Jones Averages 

The American investors Service Com- 
posite Geometric Average 

Americon Investors Service Industry 
Grevp Averages 

Comparison of the Brood General 
Market Averages since 1946 

Definition and Classification of 
Trends 


Volotility-C loti lind. 





Velotility-Correlation Ratings 

Factors & fer C lot 

How Te Estimate Probable Ampli- 
tude of Price Movements Based on 
Volatility-Cerrelation Ratings 

Group Pertormence 1946-1953 

Relotive Strength, Divergent Trends 
—Eftfects of Accumulation and Dis- 
tibution 





Graphic Charts @ Relative Strength Measurement Ratie 


Analysis—Historical Background 


@ Whet De Relative Strength Retle 


Curves Actually Measure? 
Industry Group Analysis 
Relative Strength Ratic Analysis of 
Pure Oil and Pacific Mills 1951-53 
Group Centirmation Principle 
Relative Strength Ratings 
Position-Timing Ratings 
Upside ond Downside Yolume ve. 
Price Movement Anolysis 
Short Selling 
Things to Think About Before You 

Buy Don't Overdiversify. 

Shevid | Buy @ leader or @ 
Leggord? 

Shevld | Buy @ Steck Theat Peys 
en Unusvelly High Dividend 
Return? 

Hew te Seve Brokerage Commis- 
sions by Trading in Round Lots 
end by Making Odd Let Com- 
mitments only in Higher-Priced 
Stocks 


This 48 page book is filled with factual information; 


chart illustrations. . 


. helpful, money-making principles 


used by all leading professional stock market techni- 


cians... 


yet it is written in the language of the average 


investor—to help you get the most from every dollar you 


invest. 


To show you how the facts and principles in 


this book are translated into sound money-making advice 
to investors, we will include with this book the next three 
issues of American Investors Service weekly market 


analysis reports. 


For your copy of Stock Market Analysis, Facts © Principles, together with 
the next three weeks of American Investors Service Market Analysis Reports, 


send $1.00 and ask for F-145 


American Investors Service, 





Re For the ewer icsaies 


; 38 ot 3'/s yo ; 


PAIO @Y 


INSURED SAVINGS 
ASSOCIATIONS 
Any Amount—$500 to $1 MILLION 


; te All accounts insured by Federal Agency 
We Fully Protected Mail Program 


Ask for our Nation-Wide list— 
plete information. 


NO CHARGE FOR OUR SERVICE 


be Insured Investment Assoc. 


£176 W Adams St. © 


Chicago 3, Ill 
Financial 62117 STafe 2-4439 
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expert analysis and opinion on 
bargains in little-known stocks 
stocks of HIGH-GHRADE 
are well managed 
peets, yet are overlooked by 
investor We specialize in 
Cenn,, writes 


for the small investor.” 
PREER TRIAL OPPER Ne 
“hidden” 


stocks that mey 


side, New Jersey. 


How To Make 
Shrewd Speculations 
in stocks under $5 


Now you can get revealing reports giving 


compenies that 
have good earning pros- 


these 
selling under 35 A. J. G. otf Westport, 
“| mow take 4 other ser- 
vices, but yours is the best | have seen 


Write for « full month's trial subseription 
See for yoursell how you can benefit from 
show 
profite on just « emall investment. 
Securities Research, Inc, Dept. 
















investment 
These are 


the everage 
stocks 


obligation 


unusual 
Selected 
P.25, Hill- 











LEARN HOW TO TRADE end INVEST IN 


THE STOCK MARKET 
EFFECTIVELY ond SUCCESSFULLY 
THROUGH THIS NEW 1955 


MARKETONICS 
CORRESPONDENCE COURSE 


The Marketonics Correspondence Course 
is designed to make it possible for students 
to decide for themselves “on the spot” what 
action to take in the stock market. The 
first MARKETONICS COURSE was 
written in 1940. The fact that this is the 
fourth Course we have successfully given 
during the last fourteen years speaks for 


itself We intend this Course to be the 
best of them all. We, too, have learned 
much during the last fourteen years—from 
the Courses given and from suggestions 


from the hundreds of students enrolled 


The New 1955 Morketonics Course offers 
to teach you how to time your purchases, 
how to make your own selection of stocks 
and how to determine for yourself how 
far a stock may go either way from a price 
standpoint. Here is an outline of the 
methods we intend to teach you 


1 How to “Read” prices into charts, how to 

figure out by yoursell “buying spots’ on many 

stocks and on the Avereges trom chart book 
readings 


? In our discussions of stock prices we state 

our reasons lor market moves. Gradually you 

learn to make these calculations and decisions 
yourself 


3 We dive you our reasons tor our “profit-taking 
— on many stocks, You learn to judée 
‘or yoursell how fer « stock may go up or 
down in price 
q We will divulge to you all so-called “seoret 
methods” that we know. Tips, rumors and 
advice should no longer influence your mature 
judgment 
fundamentals used by the “experts.” 


5 We will teach you how to measure “supply 
and demand” in the general market, « simple 
eyetem for 


spotting short sewing tops end 
bottome 


You can attend to it in five min- 


MARKET COMMENT 


You will learn the principles and 


utes daily when you learn how. This chert | 


of measurement of Supply and Demand is 
worth the erice of the whole course —yet 
it is @ simple, fact-finding key to immediate 
stock movements. 


t We will teach you how to select the beet | 


stocks for an extended rise in the market 

or tor “short” ssles in « down market, 
teaching you the very same methods we our- 
selves use in our weekly stock market ed- 
vieory letter, 


7 Our own “New System” of —— 

profit-taking pointe of individual stocks wil 

aleo be yours. 

signalling when to take profits. You can 

sequire in @ short period of time the judg- 

ment thet took the professional years to 
attain 


This Course is rich in content. Sincerity 
and integrity need no trimmings to make 
them attractive. It is different from any 
course given by anyone else 


lt offers another tool tor | 


The Marketonics Course is issucd by us | 


only at rare intervals, The last group of | 


students was formed in 1947, If you want 
to become one of the select few to take 
advantage of this up-to-the-minute stock 
market education, act immediately, The 
Marketonics Course is in preparation right 
now. The first lectures have already been 
mailed to students 


For lafermetion, Write for Foider 70 


SEAMANS-BLAKE, Inc. 


343 SOUTH DEARBORN STREET 
CHICAGO 4, ILLINOIS 











Where we have been and where we are going 


Iw 1954 the volume of trading on the 
NYSE was about 60% higher than in 
1953, with the D-J Industrials 


up 
about 40%, the D-J Rails up about 
51% and the D-J Utilities up about 


18%. A year ago it was possible to get 
a return of about 6% in the kind of 
stocks which now would offer a return 
of less than 5%. In December of 1953, 
the FRB Index of Production was 127 
and falling; it is now about 130 and 
rising. Aggregate dividend payments 
again exceeded those of the previous 
year; and corporate earnings on bal- 
ance were higher 

As the year opens, most people are 
more optimistic than at the begin- 
ning of 1954, and the investment pub- 
lic is more willing to buy and to hold 
common stocks. Interest in equities 
is increasing, particularly public spec- 
ulative interest. In my _ opinion 
public participation will continue to 
grow, brokers’ debits will continue to 
rise, and volume on the NYSE will be 
higher in 1955 than in 1954. I would 
guess that 1955 corporate earnings 
will be moderately higher than in 
1954, and that the percentage of net 
paid out to shareholders will be 
larger 

The long period of chronic under- 
valuation of common stocks is com- 
ing to an end. More and more issues 
are selling for “what they are worth” 
but as yet few sell for “more than 
they are worth.” All signs point to- 


by LUCIEN O. HOOPER 


ward the popu- 
larity of common 
stocks continuing 
to grow until over- 
valuation of shares 
is general. How 
long that will take, 
no one can know. 
It might take six months. 
take two years. 

It is not difficult, however, to see 
what's coming. Investors in recent 
years have tasted common stocks and 
found them sweet, just as in the years 
after 1929 they had tasted common 
stocks and found them bitter. It has 
taken a generation for a new crop 
of investors (or speculators?) to grow 
up who knew not 1929. The new gen- 
eration is here, and is beginning to 
do its stuff. It will be fun while it 
lasts, and it probably will last quite 
a while. 





It might 


Human nature is perverse, especial- 
ly when it comes to stocks. The in- 
terest in them always is greatest when 
prices are high and smallest when 
prices are low. Most people are think- 
ing about “getting out at the top” 
whereas actually only a small fraction 
of 1% ever is able to sell at anything 
like the top, and more than a small 
fraction of 1% ever is able to buy at 
anything like the bottom. It might be 
added that no one should expect to 
buy at the bottom now; and that, in 
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my opinion, the top (of most stocks) 
still is some distance away. 

From an investment point of view, 
let it be recognized, stocks are not 
as “prudent” commitments as they 
were when the D-J Industrials were 
selling at 160, 225 or 300; but prices 
are moving faster and farther and the 
fellow who is trading in them has 
more opportunities to catch trading 


swings. People are more complacent | 





| 
| 
| 
| 
| 
| 


about them. They do not worry as | 


much. 
These are the facts, and those who 
are thinking about “getting into the 


market” should be aware of them | 


now rather than later. That does not 
mean that total abstinence is advo- 
cated, or that stocks now held should 
be sold. 

On the whole, I surmise that most 
people who own good stocks in 1955 
will have a pleasant experience—even 
though I would guess that 1955 may 
not be as much of a one-way street as 
1954 has been, and that the percent- 
age rise in the averages may be a 
bit smaller this year than last. Vol- 
ume of trading promises to be larger. 

Continuing bullish factors are (1) 
cheap and plentiful money; (2) more 
tranquil political conditions at home 
and abroad, including a more peace- 
ful environment than has been ex- 
perienced in years; (3) the fact that 
many people have made money in 
stocks and more investors now re- 


gard them as “desirable” things to | 


own; (4) continued population growth, 
as well as the fact that many babies 
born in the early war years are reach- 
ing semi-adulthood where their con- 
sumption is larger; (5) exceptionally 
fast technological exploitation which 
means rapid obsolescence; and (6) it 
is realized that common stocks still 
are cheaper than bonds and still are 
selling (in most cases) at prices well 
below what it would cost to reproduce 
the corporations in which they rep- 
resent ownership. Add to all this a 
new generation of investors (or spec- 
ulators) who knew not 1929! 

Several times this column has men- 


tioned Philips Lamp of Holland. The | 


company is offering the right to sub- 
scribe at par (about $17.13% in 
American dollars) to one share of new 
50 guilder stock for each share issued. 
With the stock at around $50, the 
rights apparently have a theoretical 
value of a bit over $9 per present 
share. They will accrue to Coupon 
No. 61. If Coupon No. 61 is not sold 
or used to buy additional stock, the 
owner of Philips Lamp stock stands 
to suffer a loss of around $9 a share. 
I like the idea of buying the stock 
rather than selling the rights, and I 
hope there will not be any legal or 
exchange complications involved in 
doing this. I think Philips Lamp is a 
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by our research department. After analyzing the recent 
market behavior and fundamental outlook of every leading 
changes, 10 have been selected which in our judgment offer 
exceptional investment and speculative opportunities for 


REE EEE EEE EEE EEE EE EEE EEE EEE EEE EEE EEE EEE EE 
in 1955 | 
The above is the title of a special study recently prepared 
issue listed on the New York and American Stock Ex- 
1955. 


For example, one investment-grade issue which may soon 
be listed on the N. Y. S. E. embraces one of the largest 
industrial empires in the world. This stock appears dras- 
tically undervalued at current prices. 


Another speculative issue now quoted below 4, sold 
above 12 a few years ago. Outlook for this company shows 
rapid improvement and insiders are steadily accumulating 
these shares. 


Send for your PREE copy of this timely and valuable re 
poe pergnaee by the staff of one of the country's 
eading research organizations. Included with a special 
Introductory five-week-subscription to the INVESTORS 
RESEARCH SERVICE for only $1.00. New readers only. 


Clip a Dollar Bill (or Check) to Coupon and Mail Today 


Report F-55 
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City State 

INVESTORS RESEARCH COMPANY, Santa Barbara, California 
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5 GREAT STOCKS for’55 Nine Bull 
Our 1954 selections did very well; YearsAhead 


several advanced 100% and more. One 
225%, another over 300%. | Basic Analysis reports continue to 
demolish all known records for market 





@ These 5 are sound—no wild speculations. | | foresight Don’t wait for prices to 
They have been chosen either for strong de- rise. Join the few who understand this 
fensive characteristics or growth qualities. | | market 

MEW READERS: Report F-33, all Use the top-level perception of these 
Brochure and Current fer $ reports. The vital factors that the 
Bulletin. OMLY.. 1 experts have missed. Why heavy mon- 


ey continues taking stocks out for 

THE INCOME BUILDER cold storage. The 4 PLUS MONEY 
RIVER EDGE a NEW JERSEY VISTA showing 9 more years of 
money into stocks. Why prices are 
rising from long term accumulation 
areas 


| 
A unique $2.00 offer 

















$900 to make you a perma- $00 
nent client. 


STOCK MARKET | 1. Our Report of December 2st, 











SUCCESS STORY 1953. Our incredible forecast for 1954. 
2. The unique study of September 

After 24 years of hard knocks and study, the 1954 “Nine Bull Years Ahead?” 
cutie asnes Se Se 3. Our penetrating analysis at depth 
She made a fortune in stocks, has never “What's Ahead for 19557” 
averaged less than 35% per year! The most Your money back if not impressed . . 
wrhttam im deligheful -U-}-~ 
written in tful, nen-techn atyle. 
“BUY LOW—SELL HIGH.” Postpaid $2. ™ A... F. o-teargrany dl 7 

420 WORTH SYCAMORE | ost 40% » "ew 
STOCKFAX, LOS ANGELES 36. CALIF | Mew York Leadea 
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162 STOCKS 
DOWN 40% or MORE 


From 8-Year Highs 


With the Industrial Stock Price Average around all-time high, more than 
100 petes above 1946 peak, many investors assume ALL stock prices are 
now high. FINANCIAL WORLD survey shows 162 COMMON STOCKS RE- 
CENTLY SELLING 40% to 89% BELOW TOP PRICES OF 1946, 


Of the group 49 are off 40% to 49%; 48 off 50% two 59%; 43 off 60% to 
69% 5 22 off 70% to 89%... . All but 5 of these 162 stocks priced under 40, 
with 103 under 20, ... 41 priced 20 to 29. ... 13 priced 30 to 39... . 46 
of the 162 issues RATED “fh” “B+” or “A” by FINANCIAL WORLD Inde- 
pendent Appraisals. From deflated group OUR ANALYSTS HAVE SELECTED 
20 ISSUES AS HAVING BEST APPEAL FOR VALUE-MINDED INVESTORS. 


If you return “ad” with $3 for next TEN weekly copies of FINANCIAL 
ORLD ‘tig 4 Value For $3), you will also receive “162 DEFLATED STOCKS DOWN 

0% to 69% From 1946 HIGHS" Which 20 Attractive Now’; ‘‘Soundly Planned Invest- 
ment Program Te Bring You STEADY DIVIDEND INCOME of $25 or $60 EVERY WEEK" 
end TWO copies our valuable 64-page ‘‘Independent Agpreleste of Liated Stocks." Besides 


Digest of Recent Re ts on 1,970 Stocks, this monthly pocket stock guide gives our 
INVESTMENT RATING on EACH STOCK so you can reach wiser decisions as to new 


purchases and whether to dispose of any stocks you now own 


Or, return “ad” with $20 for yearly subscription (811 for six months) for 
Soompiete 4-PART Investment Service, including extras offered above, PLUS Latest An- 
nual $6 “STOCK FACTOGRAPH" MANUAL, 40th-Revised Edition, to assist you in 
judging relative stock values. We really help investors get BIGGER VALUES from their 
investment dollars. A trial will convince you. Money Back In 30 Days if not satished 


FINANCIAL WORLD 


52 Years of Service to Investors 


86-FB Trinity Place New York 6, N. Y. 











—— —~———- Send No Money Now 


Low-Priced Stock For 
Big Profits in 1955 


.++ Should move independently of market 


Our search for a real bargain uncovered a Company serving every U.S. 
industry, whose stock under $14 on American Stock Exchange should make 
new highs in 1955, even if D J industrial average declines. Our analysts feel 
optimistic about its continued progress; predict nearly 50% gain for stock. 
An overlooked, outstanding Buy Now because: 


1. oo increase in last fscel yeer earnings with further big increase indicated 
r) , 


2. Higher dividend rete expected te yield 6% te 7%. 
60 yeers. 

3. New highs in sales in each of lost 9 years. Over-all gain of over 400% in this period 
despite rising taxes . . . profits per share also up. 

4. Research and mergers should enable company te weether any economic storm in 1955. 

5. Acquisitions of other companies have mode it highly independent of fluctuations of 
ether industries while enabling it to benefit from growth of all industries. 

6. Hes constantly strengthened industry position through new 
accounts for one out of every 10 employees vs. one out 
industry. 


Dividends poid steadily for 


oducts. its research stof 
every 50 for the netion's 


Our penetrating study of this exciting Growth Stock is yours FREE with 4 
weeks’ trial subscription to the complete DUVAL'S INVESTMENT CON- 
SENSUS service including DuVal's Growth Stocks, Little Blue Chips, Low- 
Priced Speculations and all Special Reports for only $3. 


DUVAL’'S CONSENSUS, INC. 
Dept. 0-141, 41-43 Crescent St., Long Islond City 1, N. Y. 


Rend me “A Low-Priced Stock for 1955 Gains’ FREE with 85 (Air Mail $5.25) four weeks’ trial subscription to 
the complete DUVAL'S INVESTMENT CONSENSUS service. Bill me at later date 


(Please print cleariy) 








great “growth” company and that the 
stock is cheaper than most American 
“growth” companies of similar stature. 
It was suggested for purchase about 
10 points lower. 

Warren Petroleum at around 51, 
paying $2, and earning more than $5 
on a reported basis and $11 a share 
or so on a cash flow basis, looks like 
a reasonably priced oil issue. This 
company appears to have a lot of 
good solid growth in it, not only from 
the LPG business but also in oil and 
natural gas. It has a remarkably good 
record 

Great Northern Railway pays $2.20 
and sells around 36. It will show 
around $4 a share earned in 1954 and 
should do better in 1955. A moder- 
ately higher dividend is possible. The 
6% return is considering 
the good quality of the equity, and 
some pleasing appreciation 
possible 

It is my opinion that the outlook 
for the shipping business is improv- 
ing. For those willing to take the 
risks that any investment in ship 
operations involves, I would favor 
American Export Lines (which pays 
no dividend) and United States Lines 
which now pays at the rate of $1.50 
a share and should show close to $3 
a share earned last year. I suspect 
that American Export Lines may be 
the cheaper of the two stocks. 

On the basis of assets, I think Dia- 
mond Match (49) is cheaper than the 
other better-quality paper and lum- 
ber issues. Think of it as a paper and 
lumber company rather than as a 
match concern. .. . The coming an- 
nual report of Bendix Aviation (97) 
should be studied closely. I think that 
is one of the cheaper “growth” issues. 
Subject to the approval of stockhold- 
ers at a February meeting the shares 
will be split 2-for-1. Earnings on the 
present stock in the year ended with 
September are understood to have 
been about $10.70 a share. When you 
read the report notice what Bendix 
has been spending for engineering 
and research. Such expenditures, it 
seems to me, are bound to pay off. 
Would not be surprised to see Amer- 
ican Tobacco increase the regular 
dividend rate as well as declare an 
extra. Regardless of the dividend in- 
crease, this stock offers an attractive 
return in a “good name.” There is 
nothing “new” about this health scare 
business any more. The stock appears 
well liquidated. Do not expect 
United Fruit to show much more than 
$4 earned last year. This disappoint- 
ing showing is due to strikes and 
floods, especially in Honduras. The 
earnings recovery hoped for in 1954, 
and again in 1955, may not materialize 
until 1956. The dividend looks all right 
at $3, but the stock probably is not 


attractive 


seems 
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dynamic . The way Amerada has 
been acting lately shows that patience 
is profitable when you know your 
values. This issue was recommended 
about a year ago; many who bought 
it got tired waiting for it to move. 
Still think it is a good stock to own if 
you do not need income. 


Advance release by air mail of this reg- 
ular article will be sent to interested 
readers on the day of its writing. Rates 





GRAIN 
TRADING 


Specific grain advices with exact buy 
sell price stated in advance. All trades 
closed out. Advice on soybeans, corn, 
wheat, oats, rye, lard, soybean oi! and 
meal. Published Monday and Thursday 
Air mail tree beyond 250 miles 


Trial sub includes booklet ‘Profitable 
Grain Trading,” also 8 issues of the let 
ter, also seasonal trend chart on a grain 
which tends to rise at one season 


New Subscribers Only 
Send $5 for Offer CF25 


NATIONAL GRAIN TRADER 


35 —E. WACKER, CHICAGO |, ILL 





. OQwna DIVIDEND 
TIME TABLE 

Protect and Forecast Your 

Investment Income With 


PERIODIC INCOME CAnenBAR 




















IMMEDIATE 
SHIPMENT 


@ Tells you at a glance what Invest- 
ment Income Checks to expect 
each month. 

@ Warns you of 
omitted dividend. 

®@ Records every income check for 
tax purposes. 


lost check or 


@ Provides space for purchase and 
sales data. 


©@ Handles up to 72 separate invest- 
ments over a 5-year period. 


© Attractively bound in simulated 
leather, gold embossed, 742"x11". 


veo inspection . . . send $2.50 check i 
order for Colendor so 
le o"Simase 1s dene's days for tw 
EUGENE A. HAGEL Publisher 


230 RIDGEWAY ROAD 
BALTIMORE 28, MARYLAND 











January 1, 1955 


ON THE BOOKSHELF 





Pension Planning 


In World War II, when Federal of- 
ficials tossed off phrases faster than a 
voter could mumble “bureaucrat,” the 
National War Labor Board coined the 
term, “fringe wage This 
label, of course, was tacked on paid 
holidays, vacations with pay, paid 
lunch and rest periods, call-in time, 
group pension and other 
benefit funds whose bills were footed 
by the employer 

One such “fringe benefit’”—the pen- 
sion plan—has become a major item 
in almost every collective bargain- 
ing agreement of today, a far cry from 
the days 20 years ago when few com- 
panies and few persons had or under- 
stood pension plans 
grams have become 


issues.” 


insurance, 


Pension 
important ever 
Congress enacted the Social 
Security Act of 1935 and the public 
became concerned over the problems 
of the aging in the population of the 
US 

With the importance of the pension 
plan in mind, the authors of this 
monograph have presented an under- 
standable, non-technical 
company must consider in 
making decisions about pension plan 
provisions, also current practices and 
trends in pension planning. The study 
is based on answers to hundreds of 
questionnaires sent to U'S 
tions 


pro- 


since 


analysis of 
factors a 


corpora- 
It deals with methods of financ- 
ing pension plans, their cost to em- 
ployers, the limits of benefit levels 
and the requirements for eligibility 
for retirement on pension (by Walter 
J. Couper and Roger Vaughan, Indus- 
trial Relations Counselors, Inc., New 


York, N.Y., $5, 1954). 


Man, Motives, and Money 
In the 
economics, 


cool, impersonal world of 
experts often forget that 
the U.S. businessman is made of flesh 
and blood. This author does not. Pro- 
fessor Lauterbach, a teacher of eco- 
nomics at Sarah Lawrence College, 
believes in probing behind the profit 
motive and digging out the emotional 
and cultural influences on business 
behavior. As a result, he has compiled 
and synthesized in this volume in- 
sights from the fields of psychology, 
economics, sociology and anthropol- 
ogy. They form a rich analysis, far 
from the laconic words of Calvin 
Coolidge that “the business of Amer- 
ica is business.” For example, Pro- 
fessor Lauterbach discusses how busi- 
ness decisions are actually made, what 


| personal factors are conducive to bus- 


iness success, what are the effects of 
extensive government controls upon 


| economic stability (by Albert Lauter- 


bach, Cornell University Press, Ithaca, 
N. Y., $5, 1954). 
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WHY WE SERVE 
THE No. 1 GROUP 


Broadly speaking, there are two classes 
of investors.they are: (1) Those who 
know something about the market, and 
(2) Those who do not. 





We factually measure the Op FSSUBE 


BUYING POWER 


The forces controlling 6 PRESSURE 


Be informed 
| are 


Know whether stocks 
moving easier on the upside or 
downside 


Write for Report F-1 covering present 
situation, together with other helpful 
j}explanatory information pertaining to 
| profitable market investing 


Send $1 to cover costs or $3 for month's 
trial on prompt refund basis if mot 
satished 


| LOWRY’S REPORTS, Ine. 
| 250 Park Ave., New York 17, N. Y. 


Publishers 
fume Tal 


Orvigina 
Price hange-t ulations 
Daily releases from 


New York, Chicage, Los Angeles 








for Profitable 
1955 MARKET DECISIONS 
The New JANUARY Issue of 
GRAPHIC STOCKS °°" 


1001 CHARTS 


thly highs 


ows earnings 
di capitalization “VOLUME - mo vir 
t ‘ active at — ted n y 
tock and Americar tock “neppaees 


years t January | WS 


Oomntete with DIVIDEND RECORDS 
for the full year of 1954 


Single Copy (Spiral Bound). . .$10.00 
Yearly (6 Revised Books) . $50.00 
F. W. STEPHENS 
15 William S?., New York 5, HA 2-4848 











CONSOLIDATED 
NATURAL GAS 
COMPANY 


40 Rockefeller Please 
New York 20, N. ¥ 


Divipenp No. 28 


T us BOARD OF DIRECTORS 
hes this dey declared « regu 
lar quarterly cash dividend of 
Thirty Seven and One Half Cents 
(37'\4¢) per share on the capt 
tal stock of the Compeny, y 
able on February 15, 1955, to 
stockholders of record at the close 
of business January 17, 1955 


R. E. Patmeus, Secretary 


December 16, 1954 








JUST OFF THE PRESS! 





BEST VALUE IN YEARS! 


Get ready NOW for '55—a year of 
great uncertainty. Today's stock lead- 


ers may be tomorrow's losers. Be ad- 
vised by experts. Send for Babson’s 
Forecast for Stocks and Bonds, 


Worth many times its $1.00 cost; 
may put you hundreds of dollars 
ahead, Use it as your investment 
guide for a profitable ‘55, Valuable 
information includes; 
* Ovtleek for Stock Market 
20 Stocks to SELL HOW 
20 Stocks for GROWTH 
20 Stocks for INCOME 
10 Undervaiued Speculations 
10 Bank ond Insurance Stocks 
Best Bond Buys Today 
Specific Advice on Prominent 
Companies 
PLUS @ typical $20,000 Babson Invest 
ment Portielie at ne extra cost. 


SUPPLY LIMITED — ORDER NOW! 


To acquaint you with Babson’s Re- 
ports, the Country's oldest invest- 
ment advisory service, we are offer- 
ing this Forecast for $1.00 — to 
cover cost of printing and mailing. 
Demand will be heavy. Act today to 
be sure of getting your copy. 


SPECIAL BONUS FOR PROMPTNESS 


If you reply now, you also get, 
without extra cost, recent articles on 
Aviation and Uranium stocks. 

PS of 65 stocks, As of Movember 4 prices of 
** 60 edvenced — some os much os oe. 


MAIL $1 WITH THIS AD TODAY! 


Write Dept. F-22 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 


Our 1954 Forecast recommended purchase 





CUTTER Laboratories 


Producers of fine 
biologicals and 
pharmaceuticals 


79th DIVIDEND 


The Board of Directors on December 
9, 1994, declared a cash dividend for 
the fourth quarter of the year of Li¢ 
per share upon the Company's com 
mon capital stock. This dividend will 
be paid January 20, 1955 to share 
holders of record January 10, 1955. 


F. A. CUTTER, Secretary 
BERKELEY, CALIPORNIA 
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STOCK ANALYSIS 





Stocks for ’55 


Anyone living under the illusion that 
common stocks are still cheap better 
take a close look at the market charts 
for the last year or so. In the last 15 
months the Dow-Jones industrial 
stock average has gone up 140 points, 
from 255 to 395, and stock yields have 
declined, despite numerous dividend 
from 6.2% in September, 
1953, to about 4.4% at present. Not 
only are stocks not bargains any more, 
but the investment analyst actually 
has to do a lot of soul searching and 
compromising to justify today’s level 
of stock prices 

Don't get me wrong. I am not bear- 
ish, and I don’t think we have already 


| entered the danger zone. As a matter 


| of fact, I 


the market to rise 
to new highs this year but, make no 
mistake about it—the cream is off 
Such gains as investors have enjoyed 
in prime investment stocks in the last 
year are most unlikely to be repeated 
in 1955 

Now that nearly all good stocks have 
advanced as much and more than any- 


expect 


| one had dared to hope when this bull 


| of lesser 








market got 
many 


underway back in 1949, 
inclined to look 
around for bargains among the stocks 
standing which still seem 
Don’t do it; keep away from 
the trash! Stick to good stocks and 
buy them on their merit. If a stock still 
sells far below its 1946 high, there’s 
probably a darn good reason for it 
When the market level is as high as 
at present the investor's safest bet is, 
in my opinion, to concentrate on good 
stocks with a strong growth trend. If 
your timing is wrong, as it may well 
be, the growth trend will bail you 
out—sooner or later. This has been 
and again after 


investors are 


cheap 


proven time 
major setback 

First on my list for '55 is General 
Electric, foremost company in its field. 
At 46 the stock is not exactly being 
given away, but it does represent 
much better value now, relatively, 
than some six months ago when it 
made its high of 484%. Meanwhile, the 
Dow-Jones industrial average has 
gone up 60 points while GE is down 
2% points from its high. 

After meeting with the manage- 
ment and seeing the company’s plant 
facilities in Los Angeles, I strongly 
reinstate my buy recommendation for 
American Electronics, now around 12. 
This is a young, competent and ag- 
gressive organization which impressed 
me most favorably. Few growth stocks 
of this type can be bought at about 
13 times estimated ‘55 earnings and 


every 


140 


by HEINZ H. BIEL 


on a 4%4% yield 
basis. Since the 
company is still 
small, the stock 
(soon to be listed 
on the American 
Stock Exchange) 
is not suitable for 
conservative investment. 

Other comparatively 





but 


small, 
speculatively highly attractive com- 
panies in the electronics and related 


fields are Ketay Instruments (15) 
and Reynolds Springs (23). The latter 
will soon change its name to Con- 
solidated Electronics Industries Corp., 
reflecting sale of the original spring 
business and acquisition of the A. W. 
Haydon Division of the North Amer- 
ican Philips Co., an affiliate of the 
Dutch Philips’ Gloeilampenfabrieken. 
Other acquisitions by Reynolds 
Springs will probably follow shortly, 
but since exact appraisal of its pros- 
pects is very difficult for the outsider, 
the stock may be too speculative for 
the average investor. 

Although premature hopes for a 
dividend increase were disappointed, 
I re-recommend Western Union (77), 
which is likely to go places in 1955. 
It may be split before very long. 
Western Union is but one more dem- 
onstration of what really good man- 
agement can do for a company. 

Republic Steel (72), temporarily 
held back by conversion of $28.2 mil- 
lion preferred stock and $60 million 
of debentures, has become relatively 
the cheapest among the major steel 
stocks. With its excellent earning 
power well tested in the so-called 
recession year of 1954, Republic should 
have little difficulty in earning $8-$9 
a share this year on its increased 
number of shares. Now having just 
about the most conservative capital 
structure in the entire industry, Re- 
public Steel can well afford to be a 
liberal dividend payer. A stock split, 
or at least a sizable stock dividend, 
may be in the cards. 

Royal Dutch Petroleum (70) re- 
mains my first choice among the major 
oils. The 6% “interim dividend” pay- 
able this month (which once again 
confused the American investor un- 
necessarily) amounts to about 75c to 
80c a share. It will be followed by a 
much larger “final” dividend around 
the middle of the year. 

Investors preferring American oil 
companies should stay with Standard 
Oil (NJ.) (110), Socony-Vacuum 
(49) and, for a more liberal yield, 
Sinclair (51). If current income is 
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immaterial, one of the best long-range | 


bets is Mission Development (2242). 
None of the good chemical stocks is 
cheap enough to merit a clear-cut | 
FOR “buy” recommendation, but a duPont , a 





or Union Carbide will never let you | 


down—at least never for very long. | 
Among the smaller and more special- 
ized companies to be considered are | 


possibifity "Por example. is the market now Blockson (37) and Filtrol (40) and 
? t > 
ins cativly toen chums te long aavana the unlisted Minerals & Chemicals 
of many stocks? 951 _ | 
- oudr ro 0 
| Will many ray Sy Bs 0, tis Guo. (25 2) and Bp y P a (29), aa 
ointments in ? ie aggards © “very 2c § i c so s- 
} f 954 will likely continue weak; which lag- very specia Situations or sophis | 
gards are probably ‘‘sleepers,” poised for ticated investors who can afford to 
sharp upmoves in 1955? j 
Graphic stock analysis lets you see at a take a risk and to ignore current in- 


glance why certain stocks should 


| . * 
be . 
avoided; why chess mey be held but come. fa in in 
should not be bought y certain issues 7. = 
should be held and bought now for big Most building and cement stocks 
potential gains in 1965 


Burling Mills Phil Blee Douglas have gone beyond the level where 


Ingersoll Rand Gen Am Inv Erie RR they can be recommended with any | 
Minn Moline Reynolds Spr Gen Bak 


Universal Pict Southera Ry Blaw Knox | Gegree of enthusiasm, and this is also | | 
a. See see yt Fe py aileuheay | an industry where the second best : 
Atlas Corp Lerner Strs du 


Pont simply are not good enough and 


Atlas w'nts Inland Stl Admiral | : + 
should be avoided. National Gypsum 
For 1955! Check These Stocks NOW 1 +UF That is our subscriber's goal, following our defi- 
(48), Ruberoid (48), Flintkote (41), nite advices! Some made over $1,000 a WEEK! 
Libby MeN Lib North Pac Ry Burroughs S 
yy we pares yak ga and American Radiator (23) still have SUBSCRIBERS WRITE Since Jan. 1, 1054 to 
IS Pipe & Fdy Zonsol Edison xen Cable 5 ‘ada o Mar. 26, 1964, netted $11,982.25 profit on original 
Béicce Br Sere ales Pae Ry Coloses a measure of attraction, but the ce- capital of $5,000." Aris Friend of mine told 
St Regis Paper nt Marvester Mullins ment stocks re ver ver i n me m your advice during past 3 weeks, made 
l Am Zine L & Sm Long Bell Lbr Sylvania 2 a 3 y; - ry h gh. I over $6,000 on JULY SOYBEANS.” Calif Have 
At Top & SF Ry Otis Elevator Chrysler fact, partial profit taking in this group taken thousands of dollars profit from market on 
Pan Am Airways Zenith Radio Deere ie ole 3 . : ‘ YOUR advice— believe it possible to average $1,000 
‘ , is suggested. For reinvestment con- cnaetis euadie Gop tank. Site aes tenis Gen 
To acquaint you with our service, you may receive a honth Ff 195 ch my really made 
a graphic analysis of the above stocks and many addi sider Magma Copper (62) which will me money Carns pees 5 mentee. Cas yOu 
tional issues. Send $1 to cover costs for series F-l. | | — s , have FINEST service I've EVER SEEN Ind 
Or send $5 for series P-1 and four-week Trial Sub- show a dramatic increase in earnings Your golden advice Duy 5,000 bu. soybeans 


scription, including aniquae MARKET X-RAY 5 ac pa » " \ make $3,000 by Apr. 15. Well, we DID-—-and moat 
GRAPHS, plus Stock Guide rating 425 active issues, as soon as the new huge San Manuel 


warmiy thank you agalr Mass 
plus Booklet “A New Look Inside the Market.” mine goes into operation some time in Actual High 
New inquirers only. 


1956. No cash dividends will be paid We Called the Bottoms Lows — Binee 
MARKET ACTION, Inc. for the time being. Nov. 1964 Soybeans  $2.60-$2.63 























$2.61 $2.05',y 
.o. P.O. York 1, te, 4 e ‘ . Dec. 1954 Corn 140 1.30's 1.62'4 
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AMAdbbbAAAAAAAAAAAAAAAAAAAL play a major role in every con- N. ¥. Dec. 1954 
_— - abel - F . Cotton NOe W800 Me 
—~YEAR IN ADVANCE FORECAST 1955 servative investment portfolio They 
By JAMES MARS LANGHAM q | take the place formerly occupied by HUGE PROFITS IN STOCKS 
i oc 
ene ee oS the Gystiend Theery) good bonds and preferred stocks which 
C ~Cc 25 showing indicated On 
TREND for 1955 and SHORTER TRENDS month by have ceased to be suitable for in- We advised buying Bought 1954 Highs 
month Jan. 1 to Dee. 31. DETAILED ANALYSIA# and keeping At Since 
$10.00 explaining this theory, with new date not cov | dividual investors because of low sm 
ered in my published book, with reasons for the BULL . . Cities Service $37.76 $120". 
and BEAR dates in 1955, shown on chart yields. Utility stocks offer little chance Gillette * 1.50 16.15 
JAMES MARS LANGHAM | . te . ‘ . > BOF Goodrich én 123.00 
BOX 796, SANTA MONICA, CALIPORDIA | for substantial capital gains, but the y Bo. Gea 7s = 
| provide a fair return and lend stability Seien Ses & Peowt 33's 16.00 
to a portfolio. Wheeling Steel *13.00 19". 
‘ l/ Wort! gton 14.00 53.256 
Southern Company (17%) and Mid- a= ove eg gb DO ye 
A STOCK THAT | dle South Utilities (31), retarded 
| . OUR SERVICE began business Feb. |, 1928. now 
| somewhat by the Dixon-Yates con- 26 years old, under SAME directorship OVER 
re » ; . . QUARTER OF A CENTURY! Our TUESDAY and 
CAN DOUBLE SOON | troversy which in no way affects thei: Tonee tetkee atee BEETS  tenteeaniinn 
j > " " : are ¢ ive advices on SOYBEANS, WHEAT, CORN, COT 
| investment status, are comparatively NO "STOCKS. Our motte: Make bis QUICK 
Price 52 High 82 attractive. The entire group, however, profite in commodities salt away’ profite in 
. ~ ood, 4, jeing stocks. 
indicated Yield Over 6'/2% is so finely combed by professional Pe ee eee 
More solid values behind it than when analysts that there are really no out- 
: 1 7 oan SPECIAL ‘‘GET ACQUAINTED” OFFER 
it sold at 8Y4. In 7 years oil and gas standing situations which merit spe- 
sales jumped 570%. Net earnings cial mentionir OUR NEXT 56 MARKET LETTERS issued TUES- 
gained 830%. Oil reserves increased ning. | DAY AND FRIDAY covering ail markets men- 
575%. Greatly strengthened finances —— a — oe ee ee 
Liberal dividends. Oil & Gas interests Advance release by air mail of this reg- double or triple present levels—ONLY $1. ONE 
in 153 wells and 185,051 acres sprea trade could make you 100 times that. IMMEDIATE 
; ; spread ular article will be sent to interested wae aan ton enter tam baiee-e 
over 14 states, Has big stake in readers on the day of its writing. Rates 
coming Florida oil boom. Immediate on request Proer) + TP eee eee ee ea 
purchase advised. : ORY B U 
Send Coupon now for FREE Report MARKET ADVIS UREA 
---GENERAL INVESTING CORP..-- Dept. “¥.M.,” P.O. Box 2106, Atlanta 1, Ga. 
: : ; 4 ri tion: ia air- 
: “Where Growth Stocks Originate” Your dividend notice in FORBES aaa phy yt yp seats 
| 80 Wall St., New York 5 BO 9-5240 | 
: ‘ directs nationwide attention of 
* Neme ’ ao ’ NAME 
; (Please print clearly) : influential investors in finance 
‘ ' ADDRESS 
¢ Adress. .....+... ; se 
: ° and industry to your company. 
| City State P.A.! 
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de Vegh 


Mutual Fund, Inc. 
Capital Stock 


The subscription price is the 
net asset value per share, 


without the addition of any 
sales load or commission. 


de Vegh 


Income Fund, Inc. 
Capital Stock 


The subscription price is the 
net asset value per share, 
without the addition of any 
sales load or commission. 


Prospectuses may be obtained from 


de Vegh & Company 


One Wall Street, New York 5 














Premier Equity 


Currently Yielding 5% 


American 
Telephone & 
Telegraph Co. 


Non-technical circular 


sent on request 


Ask for Bulletin M 


Peter P. McDermott & Co. 


Members New York Stock Exchange 
American Stock Exchange 


44 Wall Street, New York 5, WN. Y. 
Telephon: Digby 4-7140 





















GROWTH 
INDUSTRY 
SHARES, inc. 


Address: 


| surprisingly, 


| vestment 





Priced at 103% of net asset value 
Redeemed at 100% of net asset value 


Managed by HARLAND ALLEN ASSOCIATES 
Prospectus available from qualified dealers or direct from Company 


6 NORTH MICHIGAN AVENUE 
CHICAGO 2, ILLINOIS 


THE FUNDS 





BIG-MONEY INVESTORS 


Wuence has come the influx of money 
that helped boom the Dow-Jones In- 
dustrials last year to an all-time high? 
There are as many opinions on this 
there are brokers on Wall 
Street, but on one point most of them 
are agreed 


score as 


the mutual funds, whose 
assets are nosing close to the $6 bil- 
lion mark*, have been a factor of real 
importance 

the 
repository of 


To some extent mutual funds 
the money that 


would find its way into securities mar- 


are 


kets even if the mutual funds had 
never existed But in addition, as 
investment men well know, mutual 


fund salesmen have gone out beating 

the bushes for prospects who normally 

would not invest in stocks 
Grass Roots Money. In 


several 


November 


thousand osteopathic physi- 
surprised to find in 
their monthly “Osteopathic Profession 


Magazine” an 


clans were 
unaccustomed article 
on investments, written by John M 
Sheffey, the able executive secretary 
of the National Association of Invest- 
ment Companies. The article was a 
but intelligent discussion of in- 
vestment goals and it concluded, not 
with a well-mannered 
plug for mutual funds and other in- 


basic 


companies. Sheffey’s mis- 
sionary work was only one sample of 
the grass roots approach the fundmen 
have worked so hard to cultivate 
Fund salesmen ring doorbells, adver- 
tise on a broad scale and, in short, 
use nearly every selling device known 
to man. “We are,” said one fund sales 
executive, “trying to get our message 
across to regular investors, but also to 
the new investing class, people who 
formerly never ventured beyond the 


savings banks. We think we have 
succeeded to a remarkable degree, 
though of course we still have a long 
way to go 


*Latest official figure: $5,814,839,000 on 
November 30 








A Mutual Fund 
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For another thing mutual funders 
have rushed in where brokers long 
feared to tread—among the growing 
millions of small savers. More re- 
cently the member firms of the New 
York Stock Exchange have come up 
with their MIP, but the mutual funds 
have had a considerable head start. 
In the first 11 months of 1954, they 
put on their books more than 60,000 
new “accumulation plans.” 

New High. This perspiring sales- 
manship plus a growing public zeal 
for stock investments last year helped 
mutual funders sell an estimated $835 
million worth of new mutual fund 
shares, a record total. They were 
given a last-minute boost by the post- 
election wave of optimism which 
pushed the averages to new highs, 
and swept investors into buying $100 
million worth of mutual fund shares 
in November alone. After subtracting 
$400 million worth of stock cashed in 
(also a record) during the year, the 
managers of 114 funds had an impres- 
sive total of some $435 million worth 
of new money to invest. 

But this position, pleasing as it may 
have been, also posed a serious prob- 
lem. Was the market too high for 
risking all this new money in one fell 
swoop? Many stock market students 
watched with interest to see whether 
this tidy chunk of capital would be 
held back by a “market-is-too-high” 
psychology 

Where Does it Go? Last month, in 
figures released by the National As- 
sociation of Investment Companies, 
the answer came: the funds had, in 
fact, invested some 92 cents out of 
every new dollar they had received. 
In November alone they poured nearly 
$75 million into security markets (ex- 
cluding U.S. government bonds) 

Of course, not all this money went 
into common stocks. Balanced funds, 
for example, habitually invest 30°, - 
50°% of the assets in bonds or preferred 
stocks. Furthermore, a few like The 
Value Line Fund have taken defen- 
sive positions with as much as 50% 
of their money at times in cash or 
government bonds. The great major- 
ity of big stock funds, however, at 
the end of the third quarter were 
from 95% to 99% invested in common 
stocks. All things considered, the 
best Wall Street guess is that more 
than 80% of this $435 million went 
into common equities last year. 

Some of the funds have become 
owners of blocks of stocks that might 
well have staggered some of the old- 
time titans of finance. Investors Mut- 
ual, Inc. counted among its $662 mil- 
lion in assets recently a cool 100,000 


Forbes 

















Southern California 
Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 180 
PREFERENCE STOCK 
4.46% CONVERTIBLE SERIES 
DIVIDEND NO. 31 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 27 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on the 
Common Stock; 


28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 


28Y2 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 





ee SS SS SSS SF SSS SS SS ** 


The above dividends are pay- 
able January 31, 1955, to em 
holders of record January 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, January 31, 


P.C, HALE, Treasurer 
December 17, 1954 
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ROME CABLE 


Corporation 
ROME - NEW YORK 


coy) 


63rd Consecutive Dividend 





The Board of Directors of Rome 
Cable Corporation has deciared 
consecutive Dividend No. 63 for 
35 cents per share on the Common 
Capital Stock of the Corporation, 
payable January 5, 1955, to hold 
ers of record at the close of busi- 
ness on December 20, 1954 


Graann A. Weiss, Secretary 
Rome, N. ¥., December 8, 1054 











PACIFIC GAS and ELECTRIC Co. 


DiVIDEND NOTICE 
Common Stock Dividend No. 156 


The Board of Directors on December 
15, 1954, declared a cash dividend for 
the fourth quarter of the year of 41 
cents per share upon the Company's 
common capital stock. This dividend 
will be paid by check on January 15, 
1955, to common stockholders of rec- 
ord at the close of business on Decem- 
ber 27, 1954. The Transfer Books will 
not be closed 


K. C, Cuawrensen, Treasurer 


San Prancisco, California 


January 1, 1955 








shares of Burroughs Corp. and 225,000 
shares of Marine Midland. Massa- 
chusetts Investors Trust, biggest of 
all mutual funds, owned 200,000 Gen- 
eral Motors, 150,000 Goodyear, 180,000 
U.S. Steel and 110,000 du Pont. 
owned such big blocks as 
tal. 

Said one Wall Streeter at year’s 


| end: “The funds may be small pota- 


toes in terms of the $160 billion worth 
of stocks listed on the Big Board, but 
when they are involved in buying and 


| selling blocks running into hundreds 


of thousands of shares, they can’t help 


| but have a large influence on the mar- 


| Texas Company's unique employees’ | 








ket.” 


BIG FUNDS OR SMALL ONES? 


In “Readers Say” of December 15 
Fores, a reader asked for the names 
of the mutual funds eligible for the 


stock savings plan. Forses obliged by 
listing the two closed-end, one semi- 
closed-end and 13 open-end 
qualifying for the list. Last month 
Forses reader Herbert R. Anderson, 
president of mutual funding Distribu- 
tors Group, Inc., saw the list and was 
prompted to take pen in hand. Since 
the letter bears on an important point 
in mutual fund selection, we are re- 
printing it here. 

Wrote reader Anderson: “It is my 
understanding that the eligibility of 
these 16 funds is measured exclusively 
by the fact that they exceed $50 mil- 
lion in size... . I might even add that 
in the case of a multiple class fund, 
such as our Group Securities, lic., the 
fact that its total assets substantially 
exceed $50 million does not qualify 
the separate funds. . . . While sheer 
size is a fact to consider, I am sure 


trusts 


most would agree that it is not neces- | 


sarily the most important one. So, 


since Forses did not make the point | 


that selection was made on the basis 


of size alone, it is possible that your | 


readers might conclude that more im- 
portant standards were met in arriv- 
ing at this list.” 





Your dividend notice in FORBES 
directs 


nationwide attention of 


influential investors in finance 


and industry to your company. 








The | 
$133 million Fidelity Fund recently | 
74,000 | 
Rayonier and 144,000 Tri-Continen- | 


Available on request. 


You'll enjoy and profit from 
reading “Market Pointers,” 
a highlight report prepared 
monthly by our Research De- 
partment, Contains major 
articles; timely stock lists; 
security facts, figures and 
forecasts . . . For your copy, 
write today to Dept. FS-1. 


_ FRANCIS I. DUPONT & Co. 


Members New York Stock Exchange, Other 
Principal Security & Commodity Exchanges 


One Wall Street, New York 5, N. Y. 





$1007} 


lf you are in the stock market, you 
want profits, whether $100, $1000 or 
$50,000. MARKET DIRECTION, the 
weekly advisory service, has been pro- 
viding quidance for many investors. 
Why not let it help you? All subscrip- 
tions now include the 1955 ANNUAL 
FORECAST, a discussion of Wonder 
Metals tantalum, 
columbium, etc. Send $1 for 4 weeks 
and the above reports. 
Specific buy-sell advices. New readers 
only. 


lithium, titanium, 


of service 


mpetent Advice Over The Years 


MARKET DIRECTION, Inc., Box 25 
712 S$. Federal, Chicago 5, Ill. 














30 YEAR STUDY OF 
BUYING VS SELLING 


Just off the press the CHAWLEY «study of forees 
that reveal the market trend. It ls « graphic story of 

arket action from 1024 to the present time 
Ree how 1979 1097 end 10946 told thelr story when 
the buying end selling strength of the industrials 
raile and utilities were graphed, Bee how this 0 year 


history fite Inte yeur investment program 


PREDICTS PRICE MOVEMENT 
IN INDIVIDUAL STOCKS 


The time proven principle reveated in the CRAWLEY 
study expres orket etrengt! * weakness of individ 
ual stocks and thus predicts their price movement. You 
can tell ot « glance the trend of stocks you own oF 
intend to own 


SEE IT... STUDY IT YOURSELF! 


i fr your PROFITS IN STOCKS just 
i 


released 







year study PLUS one 
the CRAWLEY trvest 


WRITE 
TODAY! 











CRAWLEY’S ANALYSIS + Dept. FS-1 
Pubished by MARKET RESEARCH, Inc. 
108 &. LOS ROBLES ¢ PASADENA 1, CALIF. 
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BOOKLETS 


Valuable booklets are blished b 
The ARO EQUIPMENT CORP. sany eoneeapand aide aedialle 

Bryan, Ohic free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 





Dividend Notice Forses readers. Address your re- 
: quest, by number, to: Subscriber 
[The Board of Directors has Service Dept. Forses Magazine, 
declared a quarterly dividend of 80 Fifth Avenue, New York 11, N. Y. 
20c per share in cash on com 


mon stock, plus a 2% stock 351. Ams In ... Tue FINANCING OF 


COMMON STOCK dividend, payable January 15, Srocx Issues Wirn Pre-Emptive Ricuts: \ 


DIVIDEND 1955 to shareholders of record Much of the U.S.’s recent industrial ex- 
at the close of business on pansion has been financed by common 


November 30, 1954 December 23, 1954 aes Sones Cee eee See 
The regular quarterly dividend worth of common stock through “rights” 
of 40 cents per share on the out- L. L. HAWK offerings between 1949 and August of last 
yp Capital stock was de- Sec.-Treas. year, as compared with only $637 million 
clared today on the common worth of common stock sold by direct 
stock, payable January 3, 1955 December 7, 1954 offering in the same period. Out of the 
pn yaw oe of susune of ’” increasing popularity of “rights” offerings 
1954. a See Sy has grown the “Barry Plan.” Developed 
H. M. Hecxatnoen in 1947, the plan helps to provide ready 

President ; ~ | purchasers for rights offerings. This 

booklet considers in detail this question: 
does the issuing company get any real 
advantage out of paying security dealers 


—_——_— = THE ELECTRIC STORAGE BATTERY a fee to assist stockholders in exercising 
CANADIAN PACIFIC COMPANY their rights? Stockholders, security deal- 


ers and business executives will find the 


RAILWAY COMPANY 217th Consecutive report an aid in adjusting their thinking 























Quarterly Dividend on pre-emptive offerings (58 pages). 
DIVIDEND NOTICE , 

The Directors have declared 352. Tue New Scrence or Recorps Man- 
At a meeting of the Board of Direc- from the Accumulated Surplus acement: The buinessman of 75 years 
tors held today a final dividend of of the Company a dividend of ago could keep his records under his hat 
seventy-five cents per share on the fifty cents ($.50) per share on or on his cuff. But his counterpart today 
Ordinary Capital Stock was declared the Common Stock, payable | may pay as much as 20c to “create” one 
in respect of the year 1954, payable December 28, 1954, to stock- | piece of business paper and another 
in Canadian funds on February 28, holders of record at the close penny a year to keep it on file. As a re- 
1955, to shareholders of record at of business on December 15, sult, paper work has turned into one of 
3:30 p.m. on December 30, 1954. 1954. Checks will be mailed US. industry's most expensive activities 
By order of the Board E. J. DWYER, and a serious drain on budgets and 
Frederick Bramley, Secretary efficiency. According to the authors, an 
Philadelphia, December 3, 1954 average of 65c of every dollar spent 








Secretary. OB ey th 
- said ee on reco eeping is money thrown away 
Montreal, December 13, 1954. Record-keeping, in other words, is about 


35% efficient. For the men who run U.S 


i ~~ : 
Pr corporations, and for investors who de- 
” | sire efficient management of their hold- 
ss ' 














ings, this analysis details some of the 
controls which both large and small 
companies can use to reduce the appall- 
ing waste in record-making and keeping 
Standards, costs and legal requirements 

are carefully outlined (9 pages). 
353. Your Furure 1x Hometown—A 
WARD BAKING COMPANY Gur to Betrer CommuNITY RELATIONS: 
Although prepared for the small loan in- 


dustry, the basis principles in this booklet 








The Board of Directors has declared the following dividends: apply to most business enterprises. It 
points out the reciprocal importance 

PREFERRED DIVIDEND — to business and the community of two 
The quarterly dividend of $1.37% a share on the Preferred interrelated types of community rela- 
Stock payable Jan. 1, 1955, to holders of record Dec. 17, 1954. tions: “civic community relations” and 


“community business relations.” The first 
COMMON DIVIDEND — type includes those things a businessman 
A quarterly dividend of 45 cents a share on the Common Stock or business institution does for the com- 
payable Dec. 28, 1954, to holders of record Dec. 17, 1954. munity from “unselfish and neighborly 
motives.” The second type of activities 

| aim to make people aware of the worth- 
WARDS _ while services the business performs for 

Pt UP the community. Businessmen and in- 
AKES | vestors will find some handy tips here on 
how the companies they run or own can 
better their community relations. Item: 


L. T. Melly, Vice Chairman and 
Treasurer 


475 Fifth Ave., New York City 
December 7, 1954 
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careful use of radio, TV, newspaper and 
magazine media to explain what their 
company does to the community (16 
pages). 


354. A Report on THE NaTIONAL MAN- | 


power Councit: A key atomic physicist 
once remarked wryly that World War II 
had not only critically affected physical 
research in this country, but had almost 
ruined it. Because the country’s top re- 
search brains had been diverted to solv- 
ing what were, in essence, mechanical 
problems, the A-Bomb had 


actually | 
slowed research in physics and not, as | 
the public thought, accelerated it. This | 


problem is just one of the manpower | 


problems constantly under a study by the 
National Manpower Council. The Council 
concentrates on evaluating major prob- 


lems facing the U.S. in developing an | 


adequate number of well-trained profes- 
sional and skilled personnel to meet its 
expanded needs, and utilizing this per- 
sonnel more effectively. The import of 
the Council’s work should be of interest 
to everyone connected with the business 
community (48 pages). 


355. Five Minutes WitH Mo.yspenum: 
This metal is used to toughen steel, make 
it resistent to wear, high temperatures 
and high pressures. Molybdenum, for 
instance, was used as a substitute during 
World War II for important but less 
abundant nickel in many alloy steels, and 
for vanadium and tungsten in high-speed 
tool steel. Aside from this use as a steel 
alloy, molybdenum is also used in making 
colors, ceramics, glass, chemical products 
and has certain applications in the elec- 
trical industry. In fact, hundreds of 
thousands of pounds of molybdenum a 
year go into electronic tubes, electric 
light bulbs, X-Ray tubes and heating 
elements in industrial furnaces. Steel in- 
vestors and owners of other metal stocks 
will want this bulletin for its explana- 
tion of what molybdenum is, what it 
does, where it comes from, how much of 
it the U.S. has and who uses it. The 
brochure gets part of its message across 
by being printed in one shade of molyb- 
denum orange (14 pages). 


356. A New Backcrounp For BankInc: 
The traditional position of the banker 
in the community is one of influence and 
responsibility. No one believes more in 
taking that role than The Chase National 
Bank’s John J. McCloy. As board chair- 
man of the nation’s third largest bank, 


McCloy has long believed in “the need | 


for and the duty of the responsible citizen 
to gain some awareness of the realities of 
the world situation, including the posi- 
tion of our allies.” 

In his speech delivered before the 
American Bankers Association, he notes 
that “we cannot all be Secretaries of 
State or members of the National Secur- 
ity Council; we cannot all be experts 
on the Far East, Latin America or Eu- 
rope; but each of us can be sufficiently 
knowledgeable . . . of the great forces 
. . » playing around the world today to 
make an individual contribution to a 
sober public opinion. We have to gain 
this knowledge without bias or slant” 
(22 pages). 


January 1, 1955 











This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these 
securities. The offering is made only by the Prospectus. This is published on behalf of only 
such of the undersigned as are registered dealers in securities in the respective States, 


New Issue December 8, 1954 


$125,000,000 


Tennessee Gas Transmission Company 
First Mortgage Pipe Line Bonds, 312% Series due 1975 


Dated December 1, 1954 Due February 1, 1975 


Price 101.44% 


and interest accrued from December |, 1954 to date of delivery 


Copies of the Prospectus may be obtained from any of the under- 
signed who are qualified to act as dealers in the respective States, 


Stone & Webster SecuritiesCorporation White,Weld&Co. Halsey, Stuart &Co. Inc. 

Blyth & Co., Ine. Eastman, Dillon & Co. The First Boston Corporation 

Glore, Forgan & Co. Goldman, Sachs & Co. Harriman Ripley & Co. 

Kidder, Peabody & Co. Lehman Brothers Merrill Lynch, Pierce, Fenner & Beane 

Paine, Webber, Jackson & Curtis Salomon Bros. & Hutzler Smith, Barney & Co. 
Union Securities Corporation 


A. C. Allyn and Company 


incorporated 


American Securities Corporation Bear, Stearns & Co. A. G. Becher & Co. 
cag ~~ egnllamalaperdagalag — 0 
Dick & Merle-Smith Drexel & Co. Equitable Securities Corporation 
Hallgarten & Co. Hemphill, Noyes & Co. Hornblower & Weeks 
W. E. Hutton & Co. Ladenburg, Thalmann & Co, W. C. Langley & Co. 
Lee Higginson Corporation F. S. Moseley & Co. R. W. Pressprich & Co. 
L. F. Rothschild & Co. Wertheim & Co. Dean Witter & Co. 
Alex. Brown & Sons Dominick & Dominick Estabrook & Co. 


Hayden, Stone & Co. Carl M. Loeb, Rhoades & Co. Laurence M. Marks & Co. 


Reynolds & Co. Riter & Co. Schoellkopf, Hutton & Pomeroy, Inc. 
Stroud & Company Spencer Trask & Co, Tucker, Anthony & Co. 
orporated 
G. H. Walker & Co, Weeden & Co. 








Dividend Notice 
The Board of Directors of Cities Service Company on December 5, 
1954 declared a quarterly dividend of one dollar ($1.00) per share 
on its $10 per value Common stock and a year-end dividend of 
one dollar ($1.00) per share, both payable December 20, 1954 to 
stockholders of record at the close of business December 10, 1954. 
The board also declared a stock dividend of two per cent (2%) on 
the presently cutstanding shares payable January 17, 1955 or as 


soon as practicable thereafter, to stockholders of record at the 
close of business December 10, 1954. 


RALE GC. CHRISTIAN, Seerecary 





145 








READERS SAY 


(CONTINUED FROM PAGE 5) 





Public Accountant should have been con- 


Europe within the last two years and sulted in regard to taxes 
other countries. I was always “Certified?” Clothes may make the man, 
deeply impressed with the excellent serv- but a title does not make an accountant 
ice rendered by that organization. Of There are many men in the public ac- 
course, things go wrong in any organiza- 


R.C. Younc, Gypsum’'s Cast 


Philadelphia, Pa. As a stockholder, I appreciate 
splendid review of the National Gypsum 
Accountant's Recount Co. With all due credit to the far-sight- 
On behalf of the many competent non- edness of Mr. Mel Baker, who has, 


public accountants, I wish to doubt, been the “wheel 


Mr. A. Alan Leveen’s statement team, I'm sure your article 
(Readers Say, Dec. 1) that a Certified been even stronger by giving recognition 
to a few of the others in the organization 





Why specify 


counting profession who have never sat 
James R. Crawrorp, for the State examination 
Philadelphia, Pa far superior in knowledge 
than some CPAs whose youth and aca- 
My wife and I were American Express demic training has enabled them to pass 
foreign independent travelers during this the examination 
past surnmer, On the whole, the company 
certainly did a fine job for us! 


who 
and 


Kennetu S. BAKER, 
Syracuse, N. Y 


horse” 
would have 





Notice of Redemption 


To tHe Ho._pers or $6 Cumulative ConverTisLe 
Prion Paerexnaen Stock or Axnmour ann ComPaNny 


At the special meeting of shareholders held December 7, 
1954, the amendment to the Articles of Incorporation of 
the Company was adopted, hanging the redemption price 
of the Company's $6 Cumulative Convertible Prior Pre 
ferred Stoc Accordingly, notice hereby is given that 
Axmour AND Company, an Illinois corporation, pursuant 
to ite Articles of Incorporation, has elected to exercise its 
right to redeem and hereby calls for redemption on Decem- 
ber 21, 1954, all its issued and outstanding $6 Cumulative 
Convertible Prior Preferred Stock at $120 per share pay- 
able in (i) 5% Cumulative Income Subordinated Deben- 
tures, due November 1, 1984, of the Company, of like 
principal amount and (ii) one Warrant for the purchase of 
one share of Common Stock of the Company at the follow 
ing prices: $12.50 per share from date of issuance to 
December 31, 1956; $15 r share from January 1, 1957, 
to December 31, 1959; $17.50 per share from January 1, 
1960, to December 31, 1961; and $20 per share from 
January 1, 1962, to December 31, 1964 


Holders of certificates representing shares of said $6 
Cumulative Convertible Prior Preferred Stock hereby are 
notified to surrender their certificates on or after December 
21, 1954, to The Chase National Bank of the City of New 
York, Corporate Securities Division, 11 Broad Street, New 
York 15, New York, or Continental Illinois National Bank 
and Trust Company of Chicago, Corporate Trust Division, 
231 South LaSalle Street, Chicago 90, Redemption Agents 


The Company has registered with the Securities and 
Exchange Commission the additional 500,000 shares of its 
Common Stock reserved for issue upon the exercise of the 
Warrants. THE OFFERING OF THESE 500,000 
SHARES OF COMMON STOCK IS MADE ONLY BY 
THE PROSPECTUS OF THE COMPANY RELATING 
TO SAID SHARES. 


On December 21, 1954, such $6 Cumulative Convertible 
Prior Preferred Stock shall be deemed to be no longer out 
standing, and all rights of the holders thereof as share 
holders of the Company and as holders of such stock 
(including the right to receive accrued dividends and the 
right to convert the $6 Cumulative Convertible Prior Pre- 
ferred Stock into Common Stock), except the right to 
receive the redemption price payable as aforesaid, shall 
cease and determine. 


ARMOUR AND COMPANY 


By F. A. Becxer, Treasurer 


Chicago, Illinois, December 10, 1954. 








146 











who have undoubtedly helped to keep 
the “big wagon” rolling right along. I 
particularly refer to Mr. Lewis R. San- 
derson who has risen to the top post of 
president Ameprose D. Fo.ker, 

San Diego, Calif 


Cold Blast 

In your December 1 issue (a reader) 
complains of air-conditioning discom- 
forts and health hazards. He should 
complain rather about alleged air condi- 
tioning, because some manufacturers sell 
their equipment through channels that 
are certainly not qualified to design air- 
conditioning systems. These manufac- 
turers spend vast sums to convince the 
public that their equipment is good, but 
make very little effort to see that their 
equipment is properly applied. If your 
reader will check, he will find that in 
these very poorly designed jobs no con- 

sideration was given to engineering 
Freperick G. Voz, 
Philadelphia, Pa 


Cherches La Femme 
Over the years we have had very few 
comments about the silhouetted girl on 
the 7-UP bottle (Forses, Oct. 1, 1594) and 
consequently were very interested in 
your reaction. I thought you might be 
interested in the fact that the latest de- 
sign of the 7-UP trademark has slightly 
changed the background color and elimi- 
nated the girl Joun Tasor, 
The Seven-Up Co., 
St. Louis, Mo 


Eyes on Youth 
Your editorial “Our Growing Aged” 
applies to me but I hope that in the next 
ten years I can make that five percent 
over age 65 who are self-supporting a 
little higher. However, there is another 
age group in our economy whose effect 
the economists seem to have overlooked. 
I would be interested in an analysis of 
what may happen as the current “bumper 
baby crop” grows into the 10 to 20 age 
group. This group, too, will be non-pro- 
ductive but its demand for consumer 
goods and luxuries will tax the earning 
power of parents who have grown up in 
the prosperous years and developed some 
extravagance Rosert W. CusHMAN, 
Newton, Pa 


H&M Revisited 

Your statement that the Hudson & 
Manhattan was once “hailed as _ the 
greatest means of transportation since 
the horse car” and is now “less compla- 
cently regarded” is something of an un- 
derstatement. Your indictment of the 
line in terms of service could not be more 
exact. So far as I am concerned, the 
H & M, as a means of transportation, will 

never replace the ox cart. 
Evcene J. Scanvon, Jr, 
Union City, N. J 


The management of the Hudson & 
Manhattan has worked up an elaborate 
rationale to explain why it went into 
bankruptcy. Actually, if it had lived up 
to its obligations as public carrier and 
provided the kind of service that people 
have a right to expect, its bond and com- 
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mon shareholders would have gotten 

some return on their investment. As it 

is, since 1930 or thereabouts, they have 
got nothing but words, words, words. 

—Partricia GALLAGHER, 

Bayonne, N. J. 


It was not particularly the “erratic 
service, sway-backed cars and soot- 
smeared stations” which sent the passen- 
gers of the Hudson & Manhattan to seek- 
ing other forms of transportation. It was 
plain economics. When the Hudson Tubes 
fare was 5c, passengers preferred the 
Tubes. But then the fares went to 8c, 
10c, 15e and now 20c. Construction of the 
tunnels, of course, made bus travel con- 
venient too. J. B. Miveram, 

Brooklyn, N. Y 


Actually, tariff-wise, the Hudson & 
Manhattan has been and in many cases 
still is cheaper and at least theoretically 
faster than its omnibus competition. But 
the H & M failed to capitalize on these 
advantages and because it was essentially 
noncompetitive—i.e., dirty, erratic and 
uncomfortable—its passengers turned to 
other means of transportation and forced 
it into bankruptcy, as our other corre- 
spondents suggest.—Ep. 


Adjectives or Epithets? 

You state that Social Security, “despite 
the still to be heard laments of a few 
prehistoric reactionaries, constituted a 
first, wise, forward step.” I think your 
choice of words is unfortunate. I have 
yet to hear any convincing logic which 
proves that Social Security is either wise 
or a forward step. I find much more 
logic which compels me to believe that 
it is a fraud being perpetrated on the 
people of the U.S. and it has done as 
much as any other single thing since the 
birth of our Republic to undermine the 
character of our citizens. Up until the 
time I read your editorial I had not con- 
sidered myself as being either prehistoric 
or reactionary. Are your terms epithets 
or adjectives? —I. W. Lovevapy, 

Odessa, Texas 


Forses takes full credit for enabling 
Reader Lovelady to view himself in a 
new light, asks its other subscribers to 
judge whether he has yet crossed the line 
where the word “prehistoric” changes 
from an adjective into an epithet.—Ep. 
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Pace 50: International (1). 
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Pace 78: Wide World (1). 
Pace 102: Wide World (1). 
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THOUGHTS 





By a divine paradox, wherever 
there is one slave there are two. So 
in the wonderful reciprocities of be- 
ing, we can never reach the higher 
levels until all our fellows ascend with 
us. There is no true liberty for the in- 
dividual except as he finds it in the 
liberty of all. There is no true se- 
curity for the individual except as he 
finds it in the security of all 

Epwin MARKHAM. 


People are much more alike inside 
than they are on the surface 
Verne Burnett 


The great scientific discoveries of 
the past hundred years have been as 
child's play compared with the titanic 
forces that will be released when man 
applies himself to the understanding 
and mastery of his own nature 

Me vin J. Evans 


It is by translating your fine sense 
of aspiration into actual daily deeds 
that you grow toward your ideal. Link 
your lofty thoughts to earnest, active 
effort, and good results will inevitably 
follow. The great things you intend 
to do some time must have a begin- 
ning if they are ever to be done, so be- 
gin to do something worthwhile today. 

GRENVILLE KLEISER. 


There will always be a Frontier 
where there is an open mind and a 
willing hand.—-Cuarves F. Kerrertnc 


Wisdom will never let us stand with 
any man on an unfriendly footing. We 
refuse sympathy and intimacy with 
people, as if we waited for some better 
sympathy or intimacy to come But 
whence and when: Tomorrow will be 
like today. Life wastes itself while we 
are preparing to live EMERSON 


The highest function of conservation 
is to keep what progressiveness has 
accomplished R. H. Fuiton 


Don't foul, don’t flinch—hit the line 
hard Tueopore Rooseve ct. 


If I were to prescribe one process in 
the training of men which is funda- 


ON THE BUSINESS OF LIFE 


Thinking cannot be clear until it has 
had expression—we must write, or 
speak, or act our thoughts, or they will 
remain in half torpid form. Our feel- 
ings must have expression, or they 
will be as clouds, which, till they de- 
scend in rain, will never bring up fruit 
or flowers. So it is with all the in- 
ward feelings; expression gives them 
development—thought is the blossom; 
language is the opening bud; action the 
fruit behind it 


Henry Warp Beecner 


There 


there is no efficiency 


can be no where 


BEACONSFIELD 


economy 


B. C, FORBES: 


The way to make a true friend 
is to be one. Friendship implies 
loyalty, esteem, cordiality, sym- 
pathy, affection, readiness to aid, 
to help, to stick, to fight for, if 
need be. The real friend is he 
or she who can share all our sor- 
rows and double all our joys 
Radiate friendship and it will 
return sevenfold 


I have grown to believe 

Tuat the one thing worth aiming at 
is simplicity of heart and life; 

THAT with others 
should be direct, not diplomatic; 

THAT power! 
the mouth 

THAT 


one’s relations 


leaves a bitter taste in 


meanness and hardness and 
coldness are the unforgivable sins; 

Tuat conventionality is the mother 
of dreariness 

Tuat pleasure exists not in the vir- 
tue of material conditions, but in the 
joyful heart 

Tuat the world is a very interesting 
and beautiful place 

THAT 
of happiness 
Artuur CuHristopHerR BENSON 


congenial labor is the secret 


God 


opens another 


never shuts one door but he 


In1sH PROVERB 


Before a painter puts a brush to his 
canvas he sees his picture mentally. 
It is this mental concept that he ex- 
ternalizes with the help of paint and 
canvas. If you think of yourself in 
terms of a painting, what do you see? 
How do you appear to yourself? Is 
the picture one you think worth paint- 
ing? You are what you think you are 
You create yourself in the image you 
hold in your mind. What you are ad- 
vertises what you think 

—THOMAS DREIER 


A business man’s judgment is no 
better than his information 
R. P. Lamont. 


When, against one’s will, one is high 
pressured into making a hurried de- 
cision, the best answer is always “No,” 
because “No” is more easily changed 
to “Yes,” than “Yes” is changed to 
“No.” —Cnarwes E. Nie tson 


Nothing less than a sense of divine 
co-operation can sustain us in the long 
pull of restoring the world to the or- 
derly procedures of life 


Ratex W. Sockman, D.D 


What the carburetor, sparkplug and 
self-starter are to an automobile, in- 
itiative, private enterprise and execu- 
tive ability are to industry as a whole, 
including the wage earner, wage pay- 
er, wage spender and wage saver. i.e., 
the investor. If the sparkplug and self- 
starter get out of commission, the car 
will come to a standstill. 


Ws. J. H. BoetcKker 


Every business should have its biog- 
rapher—not after its head is dead but 
to show that he’s very much alive 

FRANK ROMER 


The prudent, penniless beginner in 
the world labors for wages for a while, 
saves a surplus with which to buy 
tools or land for himself anothe: 
while, and at length hires another new 
beginner to help him. This is the just, 
and generous and prosperous system 
which opens the way to all, gives hope 
to all, and consequently energy, and 
progress, and improvement of condi- 
tions to all ABRAHAM LINCOLN 


The prudent man may direct a state, 
but it is the enthusiast who regener- 
ates it BuLwer-LytTTon 





Well done, thou good and faithful ser- 
mental to success in any direction, it vant: thou hast been faithful over a 


would be thoroughgoing training in ut ta bs vet few things, I will make thee ruler over 
the habit of accurate observation. It an, Heh. whats your loves many things: enter thou into the joy of 


\ Forbes 
is a habit which every one of us should senders thy lord Sr. Matruew 25: 21 
be seeking ever more to perfect 

Evcene G. Grace. 
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Young, dynamic... General Telephone 
the nation’s largest independent system, supplies modern, low cost 


telephone service to an ever expanding America 


A million new homes built this year nearly four million babies born! 


Industry, business growing steadily in areas served by General Telephone 


fast-developing communities ranging from Vermont to California, Washington to 1 


Meeting the challenge of this up-and-coming America, we're growing with it 


GENERAL TELEPHONE SYSTEM 
One of “Ppretarecid Sr0atl /elaphone SYS laeweed 


260 & sO WN Ave 4 €« 





Chemistry sives Cotfee a Break 


In the many centuries of coffee cultivation, certain meth of the trees. Growers have reported over 100°) greater 


ods have remained unchanged. Picking, for example, | yields, in addition to larger, sturdier trees more resistant 
still a tedious hand operation and when coffee cherric to wind, rainstorms, and fungus infection 


are ripe whole families pitch in to harvest the crop. For 
The nation’s first major producer of high analysis, pellet 

many years now, experiment stations and leading growers 
ized fertilizers, Olin Mathieson has long been a leader in 
in the principal coffee growing countries have worked to 
: the advancement of agriculture through progress in chem 

increase coffee production through the development of 
istry. Today, Olin Mathieson fertilizers, agricultural 
better strains and modern cultivation practices. One of 
ammonia, insecticides, herbicides, and fungicide ire 
the more recent discoveries is the beneficial effect of 
helping farmers to grow bigger, better crops at lower cost 

new chemical fertilizers ’ 

not only in this country but throughout the world 


Grounds for optumism among many coflee growers are 

the remarkable results obtained with Olin Mathieson N M 

Ammo-Phos fertilizers. These modern, chemically com o ATHIES ON 
pounded plant foods have not only substantially increased Chemical Corporation 


production but have improved the strength and stamina New York, N.Y. - Baltimore, Md. + East Alton, til New Haven, Conr 


Mathiesen industrial and agricultural chemicals Powell insecticides Super Pyre and U.S.1. Permanent anti-freezes Squibb 
phormacevticals - Lentheric cosmetics - Olin cellophane and polyethylene packaging films, industrial explosives, electrical 
products + Western Gress non-ferrous clloys ond fabricated metal ports « Winchester firearms Western ond Winchester 
ammunition - Ecuste fine specialty popers - Remset powder actuated fastening tools - Frest Golden Pine and hardwood lumber 
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